Schedule 3.1.c¢.
Litigatjion, Arbitration, and Governmental Proceedings

When there was no response to attempts <to negotiate the
situation, Robert 8. Custer and PVS Chenicals, Inc. of
Detroit, Michigan £filed suit against Maurice and Sylvia
Samson on April 30, 1990. Tha sult resulted £from the
unexpected discovery of areas of contamination around anpd
near the tank farm on property owned by Maurice Samson and
rented to Samson Chemical in Gardena, CA. Az a result of
investigations it was 1learned that there was intentional
spillage and disposal of chemicals on the site during the
period when Maurice Samson owned Samson Chemical., The suit
alleges security law vioclations pursuant to Section 10 of the
’34 Act and Rule 10b=5; cCcC Section 25401, intentional
misrepresentation, neqligent misrepresentation, negligence
and nuisance. The suit requests award of damages and costs,
. or, in the alternative, rescission of the sale of Securities
" from the Samsons te Custer on 12/31/86.

The findings of the core drilling were supplied to L.A.
County and site remediation will be required, The tank farm
was Installed in 1978 and operated by Maurice Samson until
12/31/86. Samscn Chemical was purchased from Samson on
12/31/86 and continued to operate on that site until 6/30/90
when the Samson Chemical Co. operation was moved to Maywood,
CA because no agreement waz reached with Maurice Samson
concerning site cleanup. It is unknown to what degree L.A.
County will lock teo Samson Chemical for cleanup of the site.

The dispute is being submitted to arbitration and the
arbitration hearing is tentatively =scheduled for August,
1991.

—— — —— — — — - i T —————— T———

In 19%0, Samson Chemical filed a law suit against a former
salesman, Jeffrey Bassman, alleging theft of trade secrets,
- violation of trust, etc. It is not believed that this suit
will have a significant impact on the earnings of Samson
Chemical Co.
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Conporate Financiad Consudlants AHantharmy Now Jriey
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July 16, 1990

Mr. John Locke, President

Angeles Chemical Co.

P.O. Box 2163

Santa Fe Springs, California 90670

Dear John:

I felt our June 26th meeting was very constructive. It appears
that the situation at Anchem is stabilizing both operationally
and environmentally.

Enclosed is Menke's invoice for the related travel expenses,.
The airfare, auto and other (meals and SFQ parking) are pro rata
and the hotel is one-half night.

The apeclal visit fleld fee will be $250 (one-half our full day
rate) and Menke's minlmum update fee is now $2,500. Thus, the
total professional fees should be no more than 52,750 or about
the same as last year when there was no field visit but many
extra hours of telephone due diligence. If you question this,
please call me.

As soon as I receive your April 1990 accountant's report and
other requested data, I will complete the ESOP valuation which
this year and in the future will be done by Bramstedt and
Assocliates, Inc. as a subcontractor to Menke.

Best wishes.

Sincerely,

%%&W&a

Eric M. Bramstedt

EMB: ew
enclosure
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July 16, 1590

Administrative Committee of the
Angeles Chemical Employee Steek Dwnership Plan
c/o Angeles Chemical
P.0. Box 2163
Santa Fe Springs, California 90670

Attn: Mr. John Locke

INVOICE

Out-of-pocket expenses for field visit in connection with
the ESOP update valuation of Angeles Chemical on June 26, 1990:

Airfare 165.00
Hotel 50.00
Car 33.00
Other 33.90
Total due ' $281.90
Thank you.
EMB:ew | LT NO 7328
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111 Sacand Socet
Son Francisco, Califonnin 94905
(413) 543-2000
Fao (115) 5832458

VALUATION
af the
COMMON STOCK
af

ANGELES CHEMICAL CO.

as of
April 30, 1989

Prepared by:
ERIC M. BRAMSTEDT, CFA
September 1989
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September 7, 1989

CONFIDENTIAL

Employee Stock Ownership Plan
Administrative Committee

Angeles Chemical Co,

P.0. Box 2163

S8anta Fe Springs, California 90670

Attn: Mr. John Locke
Gentlemen:
You have requested we establish the fair market value of the
common stock of Angeles Chemical for Employee Stock Ownership
Trust (ESOT) purposes as of April 30, 1989. ,
Our gvaluation places a fair market value of $£1,635,995 on the
common stack of Angeles Chemical Co. as of April 30, 1989. Based
on 54,065 A and B common shares outstanding, the valye per share
is $30.25. This @valuation ig derived from adjusting bhook value
and is discounted for restricted marketability. '
Earnings prospects can change, as can the general economic
climate. Federal requlations require that the Company's common
stock be reevaluated at least annually for ESOT purposes.
Very truly yours,
MENKE & ASSOCIATES, INC.

&ﬁ-—ﬁ-‘.—%'
Eric M. Bramstedt

EMB:ew
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INTRODUCTION

Angeles Chemical Co. ("Anchem" or the "Company") has requested
Menke & Assoclates render its opinion as to the fair market value
of the Company's common stock in connection with transactions
involving the Company's Employee Stock Ownership Trust (ES0T).
This valuation is based on financial data provided us for the
five fiascal years ended April 30, 1989 and is derived from
adjusted book value.

In that regard, Menke & Associates places a fair market value of
§1,635,995 or $30.25 per share on the common stock of Anchem as
of April 30, 1989 based on 54,065 A and B shares outstanding.

Anchem is a closely held corporation with no present market for
its common stock. It is a regional Southern California liguid
chemical distributor whose products are primarily used in indus-
trial and commercial c¢oating applications. Sales in fiscal lQBﬂ‘?
were $9.0 million, having dropped steadily from a peak of

$16.8 million in fiscal 1982. The Company recorded a net loss of
$110,000 in fiscal 1989, its first unprofitable year since its
founding in 1972. Anchem has a stable balance sheet with no
long~term debt. The uninterrupted sales erosion, lack of profit-
ability and major potential environmental issues are the signifi-
cant elements in this appraisal,

Scope of the Valuation Study

The purpose of this valuation study 1s to determine the fair
market value of a minority interest in the common stock of Anchem
as of April 30, 1989 for transactions involving the Company's
Employee Stock Ownership Plan,

In performing this valuation study, a variety of data and
assumptions were used. The financial information on past perfor-
mance was gathered from the financial statements of Anchem as
prepared by its accounting firm for the past five fiscal years.
We have included in Appendix I a copy of Anchem's most recent
financial statement for the year ended April 30, 1989.

Projections of expected future financial performance through
fiscal 1990 were provided by management. The appraiser has
vigited the Company's facilities in Santa Fe Springs, California.
Interviews were held with members of management and with certain
outside sources with regard to the chemical distribution industry
generally and specifically about several important environmental/
regulatory issues facing the Company.

In ascertaining the value of the Company, published data on
publicly traded companies was utilized in an effort to find
comparable companies. There were no companies which were found
to be directly comparable.

BR001614
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Prior ESOP Valuations and Reports

Anchem's ESOP was established during fiscal year 1984 as a
conversion from a profit sharing plan. ESQP valuations for
fiscal years 1984, 1985 and 1986 were prepared by Charles B.
Stark, Jr., PC; the fiscal 1987, 1988 and 1989 valuations were
conducted by Menke & Associates. The table below illustrates the
dggregate ESOP (minority interest) values relative to certain
financial criteria:

ES0P Valuation Summary

Tithes
Aggregate Percent of Gross Operating Working
Date ESOP Value S5ales Assetks Equity Profit Income Capital

4/30/89 $1,635,995 18.2% 53.9% 8l% 0.79x Neg. l.08X
4/30/88 1,730,000 18.3 56.5 8L 0.72 Neay. 1.15
4/3G/87 2,122,604 20.2 65.0 100 0.79 22.6X l.46
4/30/86 2,600,000 21.4 79.2 127 1.17 31.3 1.56
4/30/85 2,500,000 18.5 78.0 140 1.12 10.9 1.82
l/01/84%* 2,250,000 15.0 71.8 134 1.14 17.2 1.68

* Ising FY 4/30/83 financial results
Neg. = Negative calculation

Par share values were $30.25, $32.00 and §39.25 on 54,065 Class A
and B shares in fiscal 1989, 1988 and 1987, respectively; 548.20
on 54,209 A and B shares in fiscal 1986; and 548.20 on 51,867 A
and B shares in fiscal 1985.

Menke & Associates' fiscal 1987 and 1988 valuation conclusions
were documented in reports dated November 1987 and October 1988
and are herein incorporated. Among other information, these
reports contain a description of the chemig¢al distribution
industry; Anchem's history, operating description and management;
and the valuation methodologies employed.

This update report will £ocus on important env1ronmental/
regulatory problems confronting Anchem,

Limitations of this Valuation

In preparing the valuation, Menke & Assc¢ciates relied upon and
assumed the accuracy and completeness of all financial, statisti-
cal and other information provided by Anchem., Menke & Asscciates
2lso considered information based upon other publicly available
sources which it believes to be reliable, however Menke & Asso-
ciates and the appraiser do not guarantee the accuracy and com-
pleteness of such information and did not independently verify
the financial statements and other information. The appraiser is
not aware of material omissions or understatements which would
affect values contained in this report. The fair market value

-2
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arrived at herein represents the appraiser's considered opinion
based upon the facts and information presented to him. No legal
Opinion is expressed by this report and its accompanying docu-
menta.

This appralsal is intended for the purpose(s) stated herein. Any
other application by the Company, its shareholders and others may
nct be appropriate.

Neither the appraiser nor Menke & Associates, Inc. has any
present financial interest in Anchem, and the fee for this valua-
tion is not centingent upon the value(s) determined. The quali-
fications of Menke & Associates to undertake this valuation are
summarized in Appendix II.

BRO01616



waéZ;n£; & JQZZzuuénﬁhh LJZ;ﬂ.

II. VALUATION PROCESS

The stock in this valuation has been evaluated based upon:

(1) the pertinent principles, regulations and guidelines of the
Internal Revenue Service; (2) analysis of the Company's financial
statements: (3) thorough discussions with management; and

(4) analysis of relevant industry conditions and other factors.

Definitions

The following terms will recur throughout the valuation and
should be understood by the following definitions, except as
otherwise noted:

Pair Market Value == The Internal Revenue Service has
defined "fair market value" in Revenue Ruling 59-60, issued
in March 1959, asu:

",..the price at which the property would change hands between
a willing buyer and a willing seller whén the former ia nat
under any compulsiom to buy and the latter is not under any
gompulsion to sell, both parties having reascnable knowledge
of relevant facksa. Court declsions frequently state, in
addition, that the hypothetical buyer and selletr are assumed
to be mbla, as well as willing, to trade and bhe well informed
about the property and concerning the market £or suech prop-
erty. "

This definition is widely accepted and used in courts of law
and in tax literature and is the most widely used approach
in valuing closely held securities. It is the basic defini-
tion upon which we have relied in determining the fair mar-
ket value of the Company's stock. Revenue Ruling 59-60 was
iasued for estate valuation purposes, but is not limited to
that use. It serves as a guide in virtually all valuation
situations requiring the determination of fair market value.

Pretax and Pre-Contribution Earnings =-- Pretax earnings
refter to earnings or income before federal, state and local
income taxes. Pre-contribution earnings refer to pretax

earnings before discretionary employee benefit plan contri-
butions.

ESQOP —— Employee Stock Ownership Plan and ESOT -~ Employee
Stock Ownership Trust refer essentially to the same entity
and for purposes of this valuation can be considered inter-
changeable,

IRS Guidelines

In general, a company whose securlties are traded in volume by

informed persons in a free and active market has its fair market
value determined continuously. The prices at which the securi-
ties of such a company trade are a reflection of the collective

-4~

BR001617



Mok & Livcitis, Sne.

opinion of the investing public a3 to what the future prospects
of the company are at that point of time. However, when a stock
is traded infrequently, or is traded in an erratic market, or is
¢closely held, such as in the case of Angeles Chemical, some other
measure of value must be found.

The Internal Revenue Code of 1954, Section 2031(b), specifies
that the value of stocks and securities of corporations not
listed on an exchange or freely traded "...shall be determined by
taking into consideration, in addition to all other factors, the
value of stock or securities of corporations engaged in the same
or a similar line of business which are listed on an exchange."”

Revenue Ruling 59-60, issued in March 1959 for estate valuation
purposes and extended to include the determination of fair market
value of closely held businesses for income and other tax purpo-
ses by Revenue Ruling 65-193, further develops a set of eight
criteria which, while not all-inclusive, are fundamental to the
appraisal of the failr market value of closely held companies.

The Department of Labor has recently issued proposed regulations
on "Adequate Consideration" which address valuation issuaes af-
fecting Employee Stock Ownership Plans. These propoesed regula-
tions endorse Revenue Ruling 59-60 and set forth other factors to
be considered in valuing securities for ESOT purposes.

Consequently, this report has considered the following factors:

History of the Company and Nature of Its Business

Economic Outlook in General and Condition and Qutlook of the
Industry in Particular

Book Value of the Stock and Financial Condition of the
Business

Earnings Capacity of the Company
Dividend Paying Capacity

Whether or Not the Enterprise Has Goodwill or Other
Intangible Assets

Sales of Stock and Size of the Block of Stock te be Valugd

The Market Price of Stocks of Corporations Engaged in the
Same or a Similar Line of Business Having Their Stocks
Actively Traded in a Free and Open Market or Over the
Counter

BR001618
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The Effect of ESOP Contributions on Fair Market Value

Anchem's ESOP was established in fiscal 1984. The Company made a
cash contributions of %9,500 in fiscal 1989, 56,500 in fiscal
1988 and $65,000 in fiscal 1987.

The implementation of an Employee Stock Ownership Plan may have a
material effect on the profitability and cash flows of a business
enterprise. The effect on profitability and cash flows can, as a
consequence, directly impact the fair market value of the busi-
ness enterprise. The degree of effect depends on how the ESQOP is
used and can vary by changing the amount and/or nature of the
annual contribution itself (cash or stock).

An additional consideration in determining fair market value for
an ESOP company is how the Company is provliding for the emerging
liability created when vested terminated plan participants tender
Company stock for redemption.

For detailed discussions of the effect of cash and/or stock
contributions on earnings, cash flows and book values and of the
impact of emerging liability treatment on ESOP stock marketabil-
ity, see Section II of the November 1987 valuation study.

Comparability in Accounting Methods

The accounting profession allows a number of alternative
accounting treatments in areas such as inventory and depreciation
accounting. Depending upon the particular accounting metheod
utilized, reported earnings may differ materially within a given
year. These accounting treatments, which are permitted under
Generally Accepted Accounting Principles (GAAP), are usually one-
time decisions. Once a company has opted for a particular ac-
counting treatment it cannot change between various aceounting
alternatives year after year without good cause. Because of
these rules, accounting statements for a particular company are
generally comparable from year to year. This comparablility,
however, may not exist from company t¢ company even 1f they are
in the same industry. This is especially true if one is compar-
ing a "public" company with a "closely held" company.

A further discussion of Menke & Associates perception of the
differences and economic ramifications of public and private
Company accounting procedures is also found in Section II of the
November 1987 valuation study.

Discounts to Fair Market Value

The marketability of the company's stock, the control position of
majority shareholders, and the relationship of these factors to
the block of stock being valued can also affect the concluded
valua. :

BR0O01619
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Closely held stock, which lacks marketabillity, 1s far less
attractive than a similar stock with ready access to the public
marketplace. In valuing a block of stock, Revenue Rulings and
court decisions provide a basis for concluding that a discount is
valid for an absence of marketability if the value base does not
already reflect the lack of marketability.

Further, a minority stock interest in a closed corporation is
usually worth much less than a propertionate share of the entity
value of all the corporate stock. Discounts can range from 10%
to 30% or more. When minority interest and lack of marketability
discounts are both applied, they are sequentlal.
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coMP'ANY AND INDUSTRY

Angeles Chemical is a resale/distributor primarily of Liquid

" industrial chemicals used principally in the coating process,

About 60% of sales are industrial chemicals and 40% commercial

which carry better margins. In the past five years, dollar sales

have fallen $4.5 million or by one—third and physical volume by
an even greater amount (because of price increases in the past
year and a half)., Much of this decline in the most recent two to
three years reflects the loss of major accounts like Standard
Brands Paint and Home Club (Bortz) for whom Anchem was packaging
various solvents and of Wizard Charcoal lighter fluid (Boyle-
Midway). At their peak, these accounts individually were §$1 mil-
lion or more annually.

. o0 .
Overall, the chgany now hags about 2350 active industrial
customers and 4 in the packaging division, all located in
Southern California. Ellis Paint Company, owned by Robert Berg,
an Anchenm founder #nd present shareholder, is an important custo-
mer.

Previous valuation studies have discussed Anchem's fiscal 1986
purchase of Bortz 0Ll which was a packager of paint thinners and
finishers for the consumer/retail market. Bortz was unprofitable
on about $3 million of annual revenues at the time of its acqui-
gsition. In retrospect, the Bortz purchase does not appear to
have been economically successful although its inclusion may have
slowed Anchem's sales decline. Menke & Associates believes that
increased acquizition-related operating costs and sales commis-
sions, the lost Home Club business, and principal and interest
payments on the Bortz $450,000 cash and note purchase price (now
fully paid off) resulted in a negative cash f£low for Anchem from
this transaction over the past three years.

Anchem's basi¢ raw materials are these organic chemicals —--
propylene, methanol, toluene, xylene, ethylene glyecol, acetone
and isopropy/alcohol. These are forms of petroleum distillates
which are purchased from Shell, Chevron, Union Carbide, Exxon,
Celanese and Vulkan Materials. The Company has on-site 32 under-
ground storage tanks of 5,000 to 20,000 gallons capacity each and
9 above~-ground tanks (old railroad tank cars of 2,000 gallons
capacity each).

Anchem.operates out of administrative offices, packaging and
storage facilitles on a 1.8 acre site in Santa Fe Springs, Cali-
fornia. The structures and imnrovemencs are Company-owned, while
the underlying real estate is owned by a partnership comprised of
the three founding stockholders -- John Locke, Robert Berg and
Arnold Rosenthal. Mr. Rosenthal is no longer active in the
Company. As discussed in the previous valuation study (October

1988), the partnership is negotiating to sell the underlying

property to the Company. Based on recent sales of comparable
nearby industrial property, the Anchem lot may have a fair market
value of $900,000 "clean” (see following discussion of possible

—-8-
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underground chemical contamination). The parties have retained a
knowledgeable commercial real estate broker to act as arbitrator
in the transaction. The land rent on a triple net basis is
§72,000 a year.

Anchem rents 20,000 square feet of warehoyse space in a Los
Angeles building owned Qg Robert Berg g?r $60,000 a year.
q

-
As of the summer of 1989, Anchem had 432 full~time employees
versus 34 and 43 a year and two years earlier, reflecting the
downsizing of the Company. The Company has also reduced tempor~
ary or part-time help since the end of fiscal 1988,

Management and Stock Ownership

The Company officers as of summer 1988 were:

Dfficar Title Joined Co, Age

John Looke Prasident, CEOD 1971 63

Robert Berg Secretary/Tresasurar 1971 .

James Froelich Conteoller 1987 45
Candy Ho ifor’

John Tracy, Operations Manager, resigned during fiscal 1989. a
significant concern in this valuation is Anchem's loss of several
key managerial and sales employees, who have not been specifi- 4
cally replaced, over the past several years.

The Board of Directors consists of John Locke, Raymond Berg, and
Arnold Rosenthal. A Company founder, Mr. Rosenthal sold his
stock to the ESOP in 1984 and had a consultant agreement with
Anchem at $57,500 per year through July 1989. Mr. Berg's primary
employment is President of Ellis Paint €Co., an important Anchem
customer.

As of April 30, 1989 there were 40,000 Class A and 14,065 Class B
common shares coutstanding (excluding treasury stock) as follows:

Holder Number of Shares

John Locke 20,000 A shares 37%

Robert Berg 20,000 A shares 37

ESOP 14,065 B shares 25
Total 54,065 A & B sharaeg 100%

Class A common stock is voting and Class B is nonvoting. Other-
wise the two classes are equal. A valua:ion discount for the
nonvoting Class B stock has not been tal.en by the prior appraiser
nor by Menke § Associates since the stock is in an ESQOP where
voting rights are not passed through in any event except Ffor
major corporate issues.
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Environmental Issues

In recent years, Anchem and the chemical distribution industry
have been subjec¢t to an ever increasing number of complex Fader-
al, state and local environmental laws and regulations which
together impose increased liability and clean-up exposure,
greater business constraints and larger financial risks.

Specifically, Anchem is subject to a number of regional
environmental regqulatory agencies., These include South Coast Air
Quality Management District, Environmental Protection Agency, the
California Highway Patrol (hazardous material, permit inspee-
tions, etc.), the Fire Department of the City of Santa Fe Springs
and others.

As of the date of this report, Anchem has no environmental agency
actions, citations or violations. However, there is a major
pending proposal by the California Air Resources Board, the EPA,
the Air Quality Management District, and other political entities
to have Southern California comply with Federal clean~air stan—
dards by 2007. The ptoposed requlations are extrenely comprehen-—
sive and range from adopting stricter standards for industry
smokestacks, automobile emissions and fuels to banning the use of
charcoal lighter fuel and reatricting the manufacture and use of
certain pailnts and sclvents in the Los Angeles Basin. Menke &
Associates believes that some of Anchem's recent customer lozses
are attributable to existing and prospective Southern California
environmental regulations which are already among the toughest in
the U.5.

A significant issue and potential prablem currently being
addressed by Anchem is the possibility of soil and/or groundwater
chemical pollution at the Santa Fe Springs site. Anchem now
holds an "interim" permit from Los Angeles County to operate
underground storage tanks (USTs) and is seeking a permanent
hazardous waste use permit. The possibility of contamination is
also a critical issue in the proposed property ownership trans-
fer,

Angeles has retained an environmental consgultant, 5CS Enginears,
to investigate for UST and other contamination and,. if such
exists, estimate the clean-up costs and suggest remedial pro-
grams. 5CS5's analysis and findings will not be available for
several months or possibly longer. Based on their general pro-
fessional knowledge and experience at sites similar toe Anchem's,
SCS believes that clean-up cost3 could run from £75,000 to
$300,000 over an unspecified but possibly extended timeframe. At
worst case, remedial expenses could be significantly greater.
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FPactors mitigating against large c¢clean-up expenses include thesge:

= The Company has not experienced any maijor fluid losses
over time, according to management.

¢« It is a relatively new operation.

* Much of the operating surface is covered with asphalt,
minimizing the effects of surface spills or leaks.

Anchem does not have environmental liability insurance nor has it
established any reserves. Under the principle of joint and
several liability, as Menke & Associates understands it, the
Company and the real estate partnership may share the burden of
remedial expense, which point is subject to negotiation and
arbitration between these two parties.

Even if there are no material clean-up costs, Anchem c¢ould incur
an estimated $75,000 to $100,000 of additional cperating expen-
ges, in perhaps fiscal years 1990-91, to conduct testing and
analysis, undertake retrofit work, and install mektering devices.
Anchem has hired and trained a full-time tank testing technician.

At this point, Menke & Associates is unable to quantify Anchem's
poasible environmental financial exposure beyond the numbers
discussed above. The potential liability is a consideration,
however, in the valuation methodology and conclusicon rendered
herein,

The Induatry

The November 1987 valuation study contains an industry overview
which describes chemical distribution as a %10 billion-plus
industry populated by about 1,000 companies, with the growth
occurring at the large firms whe can provide a breoad level of
services. B8Smaller regional distribution companies are leosing
market share to the large companies and face increasing difficul-
tiea in competing effectively and surviving. The legal, safety,
operating and financial challenges alone from the growing envi-
ronmental laws and regulations may eventually overwhelm the small
CONCcerns,

In its fiscal 1988 annual report to shareholders, Univar, the
largest U.S. chemical distributor, provides this sucecinet outlook
on the chemical industry which 1s still applicable:

-11-
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"The Chemical Industry:

— will become more global in nature

— distributors will become more important

— there will be consolidation among distributors

~— computer techneology/systems will become critical
to business success

-— there will be increased regulation and greater
environmental safety awareness

— spent chemical management will grow in importance

— the demand for quality in products, in services,
and in operating systems will continue to intensify"

In its 1989 annual report, Univar reconfirmed these trends by
saying "the chemical industry is growing, the percentage of its
output being sold by distributors is increasing, and we antici-
pate that the number of distributors who share this increasing
volume of business will continue to shrink." Univar's fiscal
1989 sales of $1.31 billion were up 17% year—to-year,

Financial Analysis and Review

Anchem has provided Menke & Associates with financial statements
for the fiscal years 1985-1989. These financial statements have
been thoroughly examined and discussed with management, A copy
of the Company's financial statement for the fiscal year ended
April 30, 1989, prepared as a compilation by Arthur Buhlman &
Co., CPAs, i1s attached as Appendix I.

The results of our review and analysis of Anchem's financials are
contained in the exhibits outlined below:

Exhibit A -- Cumparativn Income Statement, FY1985-1989
Exhibit B ~~ Comparative Balance Sheets, FY1985-1989
Exhibit C -- Salected Financial Ratlos, FYL987-1989

The statement of cash flows in Appendix I replaces the statement
of changes in financial position in the previous study.

These exhibits are presented at the end of this section of the
report. The following comments and observations are based on
Menke & Associates' review and analysis of the Company's finan-
cial statements.

Exhibit A contains Anchem's comparative operating statement in
terms of dollars and dollars as a percent of sales for the period
fiscal 1985~89. Sales in fiscal 1989 fell 4.6% or $439,000 year-—
to-year to just over $9,000,000, the smallest dollar sale dacline
in the now seven consecutive years of sales fall-~off. This sales
result is also reasonably close to management's year ago forecast
that fiscal 1989 sales would be $9.5 million. This nominal drop
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however somewhat masks the true erosion in Anchem's business. 1In
calendar 1988 the Company estimates that gallons shipped were
down about 17% year-to-year. Anchem on the average has besn able
to raise its prices about 12% in a coincident timeframe.

On the other hand, chemical (refinery) prices are up an estimated
like 12% producing a very nominal 1.3% drop in cost of goods sold
to $6.9 million or 77.1% of sales in 1989 as opposed to $7 mile
lion or 74.6% of sales in 1988. Accordingly, gross profit
dropped over 14% or $345,000 to $2.06 million and gross rargins
were 22.9% in 1989 versus 25.4% in 1988 and 26% in 1987, the best
year in at leaat the last five,

Anchem has made some significant progress in reducing operating
expenses in the last two years. In fiscal 1989 operating expen=-
ses dropped 11.8% or $294,000 to $2,2 million {24.5%) from nearly
$2.5 million (26.4%) in fiscal 1988 and $2.6 million (2%.1%) in
fiscal 1987. 1In fiscal 1988/89 this was accomplished by reduc-
tions in executive and employee wages, the latter by reason of
personnel layoffs previously described and by declines in freight
out, printing preparation expense, and advertising. The aggre-
gate more than offset expense increases in some areas, most
notably drum maintenance,

The nearly $300,000 reduction in operating expenses almost offset
the $345,000 decline in gross profit so that the operating loss
in fiscal 1989 increased by $50,000 to $145,000 from $95,000 in
Eiscal 1988.

Other income however fell a relatively sharp $84,000 to $105,000
in fiscal 1989 reflecting lower drum "sales," dividend and mis-
cellaneous lncome. (In fiscal 1988 the Company recorded a
$30,000 "gain" in miscellaneous income from the elimination of
some prior year double entry payable accruals.) Other expenses
of $§112,000 were only moderately lower than $123,000 in 1688 and
both years reflect losses on the sale of the Company's stock in
the PAR fundg.

Accordingly, Anchem had a pretax loss of $152,000 in fiscal 1989
up from $29,000 in fiscal 1988. After tax refunds in both years,
Anchem recorded a net loss of $110,000 in fiscal 1989 compared
with a small 514,000 profit a year earlier.

For fiscal 1990 management believes that the Company's sales have
stabilized at the current $9 million level, 1In the opinion of
Menke & Associates and the appraiser, Anchem's abllity to restore
profitability is going to be iahibited by a number of factors
previously discussed in thiz report but most specifically the
expenses associated with the testing for possible underground
storage tank contamination. FPiscal 1990 will be the last year of
payment of the $57,500 annual consultant expense (in other ex-
pense category) to former stockholder Rosenthal. Given the
Company's achievement in reducing operating costs and excluding

=-13=
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testing and possible clean-up expenses, Anchem might break even
in 1990. '

Exhibit B contains a comparative balance sheet for Angeles
Chemical for the five years fiscal 1985-8%.

The Company's balance sheet shows very little change from

April 30, 1988 to April 30, 1989. For example, total assets
were $53.04 million at April 30, 1989, down very slightly from
$3.06 million a year earlier and $3.2 million at April 30, 1985.

Importantly, cash and equivalent liquid investments increased
$128,000 to $371,000 (12.2% of total assets) as compared to
$243,000 (7.9%) at April 30, 1988 and the highest since $905,000
{27.5%) at April 30, 1986. Changes in the other current asset
accounts of accounts receivable, inventories and prepaid expenses
were not material, so that total current assets at $2.49 million
(81.8%) were essentially the same as the $2.4 million (79.1%) at
April 30, 1988,

Fixed assets at cost increased to $1.84 million from

$1.72 million primarily as a result of the continued capitaliza-
tion of drums discussed in last year's valuation study, The
accumulated depreciation offset was alsc increased accordingly to
$1.3 million from $1.1 million at April 30, 1988. Net fixed
assets declined to $552,000 (18.2%) from $623,000 (20.4%). On
the current depreciation schedule, these assets will be written
off for book purposes within three years.

Similarly, there were no significant changes in the composition
of current liabilities except that total current liabilities rose
$63,000 to $975,000 (32.1%) at April 30, 1989 from $912,000
(29.8%) a year earlier, primarily as a result of a $135,000
increase in accounts payable to $705,000 (23.2%).

Current assets and current liabilities have both declined over
the last five years, reflecting the much lower level of Anchem's
sales and buginess activity.

Long-term liabilities increased a very slight $24,000 to a still
nominal $37,000. Shareholders' equity on the other hand declined
$110,000 to just over $2 million freom $2.1 million at April 30,
1988 and the lowest since April 30, 19856,

Exhibit C presents certain financial and operating ratios for the
fiscal years 1987 to 1989, Working capital at April 30, 1989 was
$1.51 million, almost exactly “he same as a year earlier. At
April 30, 1989 the current ratio of 2.55:1 and the quick ratio of
1.55:1 were still very strong. The inveutory turn at 9.7 times
improved somewhat from 1988 and was almost identical to 1987.

* Basically, the Company has no long~term debt.

=-14-
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Appendix I contains a statement of cash flows for fiscal 1989

which is summarized as follows:

Net cash from:
Operating activitiesa
Investing activities
Financing activities
Net increase in cash

The statement reveals inter—entity financing activity with an

affiliated company, Stallion Tank Lines.

5273
1aé6

(19)
5361

Menke & Associates' concluding observation on Anchem at April 30,

1989 is the same as a year earlier in expressing concern about
The Company's debt-free

Anchem's long-term business viability.

position, solid current Efinancial ratics and a reasonably liquid
balance sheet provide management with a period of time to deter-
mine an ultimate resolution to the problems facing the Company,

many of which are beyond management's direect control.

...15-
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Exhibit A

Comparative Income Statement

F1385-03
{000}

FYE 4/30: 1989 1988 1987 1086 1985
Salew 549,003 100.0% 59,442 100.0% $10,521 100.0% $12,129 100.0% 511,520 100.0%
Coat of Salex 6,945 17.1 7040 74.6 7.787 74,0 9,900 81.7 11,296 32.1'5
Bross Profit 2,057 22.0 2,402 25.4 2,734 26.0 2,219 18.3 2,224 ﬂi.ff

.f

Operating Expenaes 2,203 24.5 2,497 26.4 2,640 25.1 2,136 17.6 1,994 14..5”? /-ﬁ,d_‘;f
Operating Income [145) [L.6) (85) (1.0) 94 .9 a3 7 230 1.7 /
Other Income 105 1.2 183 2.0 73 .7 180 1.5 224 1.6
Other Expenses 112 1.2 123 1.3 ge .8 48 +4 41 .3
Pretax Tow-me {152)  (1,7) 28y (.3 79 8 215 1.8 a4 3.4 / 2/
Provision for Taxes 42 .5 41 .5 {12) {.1) {75} (.6) {187) {1.4)
Met Income $_(110) (1.2%8)} § 14 AN 5§ .63 139 L2 s__227  1.4a7 /77
GOURCE: Company financial statementg (Unaudited)
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A of April 30: 19849
Curcgnt ABE@tE:
Cash § Lig, Inv., % 371 12.2%
Accounts Rec, 1,139 7.5
Invantories ‘ 719 23,7
Prepald Bxp. /Other 257 B.s
Total 2,486 BL.B
Fixed hsets @ Cosc 1,844
Accum. Depreclation (1,292)
Net Fixad Asszets 552 18,2
Othar Razets — 17
Total Assets §3,038 100.0%
Current Liahilities:
Accounts Payable 5 703 14G0.0%
Deposits 119 1.9
Note Payable-Bortz 103 3.4
Accrued Expenses 47 1.8
Ine. Tax Payable ~—
Tatal 975 12,1
L/T Liabllitias a7 1.2
Shareholder Equity 2,026 66.7
Total Liabilities
and Eguity 53,038 100,0%
S0URCE:

ANGELER CHEMICAL COMPANY

Bxhibir B
Comparative Balance gheet
1385-89
(000)
19688 1087 19846 1985
§ 2431 7.9% § 202 §.2% § 905 27.5% § 521  16.2%
1,222 39.9 1,323 40.5 1,288 19.2 1,591 49.8
773 25.3 TH 24,3 587 18.2 627 19.6
184 6.0 208 6.3 115 3.5 62 1.9
2,411 79.1 2,526 77.3 2,906 a8.5 2,801 87.3
1,734 1,601 1,083 1,026
{1,101) (868) {719) (629} _(553)
623 20.4 733 22.4 171 11.13 97 12.4
-] a W2 B - B e
53,061 1l00.0% §3,266 100,0% 53,285 100.0% 33,207 100.0%
§ 870 l8.6% % 609 18.6% 1,119 14.1% 31,120 34.9%
142 4.6 138 5.8 159 4.8 143 4.4
a3 2,7 193 5.9 - — -
11& 1.B [1:] .1 49 1.5 69 2.2
- - (87) (2.8&) o2 2.0
912 29.8 1,068 32,7 1,240 7.7 1,424 44.4
13 4 76 2.3 - -
2,136 69.% 2,122 65.0 2,046 62.1 1,782 55.6
53,061 100.0% $3,266 100.0% $3,286 100.0% 53,207 100.0%

Company financial atatements {unaudited).
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ANGELES CHEMICAL COMPANY
Exhibit C

Selected Ratio Analysias
FY1987-8%

FY April 30: 1989 1988 1987

Liquidity Ratio=

Current 2.55 2.65 2.36
(Current Assets dividad
by Current Liabilities)

Quick 1.55 lL.6l 1.42
(Cash & Accounts Receivable
divided by Current Liabilities)

Working Capital (5000) 1,511 1,309 1,458

Sales/Receivables 7.90 1.73 7.98
(Sales divided by
Accounts Regeivable)

Sales/Working Capital 6.0 6.3 7.2
(Sales divided by
Working Capital)

Cost of Goods Seld/Inventories 9.7 9.1 5.8

(Cost of Goods Sold
divided by Inventories)

Coverage Ratio

EBIT/Interast Neg. Heg. - 5.2
(Earnings before Interest
and Tax divided by
Interest Expensa)

Cash Flow/Maturity LTD 1.05 2.5 1.2
(Net Income + Depreciation
Expenses divided by Current
Portion of Long Term Debt)
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Exhibit C (cont.)

FY April 30: 19889 1988 1987
Leverage Ratios
Debt/Worth o 0.50 N.43 0.54
(Tatal Liabilities divided
by ¥et Worth)
Long~Term Liabilities/Worth . Nom. Nom. .04
(Liabilities over one year
divided by Net Worth)
Operating Ratios
Percent Profit before Taxes/ Neg. Neg, 3.7%
Net Worth
{Pretax Profiit divided
by Assets lass
Liabilities)
Total Asset Turnover 2.95 2.38 3.21
(Sales divided by
Average Total Assets)
Return on Eguity Neg. Nom. 3.2%
{Wet Income divided by
Avarage Stockholders' Equity)
Return on Assmets . Neg. Nom, 2.0%

{Net Income divided by
Average Stockholders' Equity)

Neg. = Negative calculation
Nom. = Nominal
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IV. VALUATION

In arriving at a minority interest fair market value
determination for Angeles Chemical, Menke & Associates has con-
sidered the relevant factors set forth in Revenue Ruling 59-60
with regard to the valuation of closely held companies and in the
Department of Labor's (DOL) proposed regulations on "Adequate
Consideration"” as they relate to the valuation of securities for
Employee Stock Ownership Plan purposes. The following comments
represent our findings with regard to those specific factors
outlined in Revenue Ruling 59~60 and the DOL's proposed regula-
tions on "Adequate Consideration" as they pertain to the valua=-
tion of Angeles Chemical. The following references to Revenue
Ruling 59-60 implicitly include the DOL's proposed regqulations.

Book Value

Anchem's stated book value was $2,025,921 or %37.47 a share as of
April 30, 1989, '

Normally, book value or adjusted book value is not afforded much
weight or consideration in the valuation of an operating company
such as Anchem. Such type companies are normally valued on
earnings and/or cash flow capacity. Because of depressed oper=
ating results, Menke & Associates chose to use book value as fair
market value for ESOP purposes as of April 30, 1987 and used it
as a valuation reference as of April 30, 1988 and 1989.

Dividend History, Capacity and Probability

Revenue Ruling 59-60 sugqests that the appraiser consider
dividends and dividend paying capacity in valuing closely held
securities.

The Company has not paid any dividends on its common stock and
has no intention of changing this policy at this time. This
policy is quite appropriate for a small, private company which is
owned by shareholders who neither rely upon nor expect dividend
income.

-Normally, earnings reinvested in the growth of the Company can be
expected to earn at a greater return than dividend income invest-
ed in other investment opportunities with similar risks and
prospects. Consequently, shareholders will ultimately benefit
from the current policy to reinvest earnings in the Company's
growth rather than teo pay cash dividends.

The capacity to declare and pay cash dividends is a pesitive
consideration. The declsion not to pay dividends is not a nega-
tive consideration.

-16-
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Comparable Companies -- Publicly Traded

Revenue Ruling 59-60 suggests that the appraiser consider the
market price of stocks of corporations engaged in the same or a
similar line of business having their stock actively traded in a
free and open market or over the counter. Menke & Associates has
made an exhaustive search for comparable public companies which
can be deemed to be similar to Anchem. No single company proved
to be a worthy publicly traded comparable. Publicly traded
companies are generally much larger and more diverse both geo-
graphically and in business operations.

Cne such large public company is Univar Corp. Univar is the
largest U.S8. chemical distributor with figscal 198% revenues of
$1.3 billion. Van Water & Rogers, a Univar division, is a direct
Anchem competitor. In fiscal 1982 Univar spent $2.6 million on
certain environmental elective action regulatory matters and has
reserves of $9.7 million for estimated remedial and other related
costs. Univar's net income per share was $2.27 and cash flow
(net income plus depreciation) was $3.87 for the fiscal year
ended February 28, 1989. Univar's current ratio as of that date
was 1.33:1; debt to equity was 0.9:1 and book value was $13.14
per share. Return on sales and equity were 1.5% and 17.4% re=-
spectively. As of April 30, 1989, Univar common was trading at
$29-1/2 or 2.2¥ book value, 13.0X earnings, 7.6X cash flow and
14% of revenues.

Normally, Menke & Asso¢iates would select a capitalization rate
or Price/Earnings ratio by reference to P/E ratios for market
indices such as the Dow Jones Industrials, Standard & Poor's 400
and Moody's Chemical Industry composite., Since a capitalization
‘of earnings methodology is not now being employed, such a refer-
ence is not appropriate. Univar's market capitalization rates
may be broadly referenced in the future although Univar is a
substantially larger and much more geographic, customer and
product diverse company.

Cagh Flow and Barnings Capacity

The prior ESOP valuations by Charles Stark, PC, appear to rely on
conclusions derived from capitalizing five-year average of net
income, aftertax cash flow and pretax available cagh flow, among
other methods, Aftertax cash flow is net income plus deprecia-
tion or total source of funds. Available cash flow before taxes
is pretax income plus profit share/ESOP contribution plus depre-
ciation. Anchem's earnings and cash flow as just defined for
FY1989 and its recent three-year average is shown below:

Cash Flow
Pericd Net Income Available After Tax
FYLO9A9 ($110,000) 5 69,000 $101,000
FY1987=89 Avg. (29,000) 181,000 178,000

NOTE: Figures have been rounded

=-17-
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In a ¢yelical industry such as chemical distribution, it is
normally appropriate to use five-year averages for valuation
purposes as was done in the past. However, Anchem's steady
decline in sales and profits indicates an alteration in the
Company's basic operating circumstances. Consequently, the
employment of historic five-year averages is not indicative of
the Company's current and future income and cash flow. The
appraiser therefore did not use these longer term averages and
feels that a three-year average also may not be indicative.

It is important teo note that fiscal 1988 and 1989's net income
and aftertax cash flow reflect a very small ESOP contribution,
while there was a sizable ESOP contribution of $66,000 in fiscal
1987.

Anchem's fiscal 1990 cash flows may not exceed those of 195ﬁ,7
even if sales hold as management suggests, because of the previ-
ously discussed environmental investigation costs. In July 1989
Anchem made its last consulting payment to Arnold Rosenthal on
his $57,500 per year fee. Capital expenditures far a shrinking
company may not be a significant element and are not provided
for.

Valuation

Because of insufficient demonstrable earning power and moderate
cash flow prospects, Menke & Associates and the appraiser once
again must look to the balance sheet for valuation purposes as in
fiscal 1988 when we employed a book value approach.

Generally, capitalization of income and cash flow streams is the
appropriate methodology for determining the equity fair market
value of an operating company such as Anchem. The decision to
primarily utilize adjusted book value ig baszed on the factors
discussed and Menke & Associates and the appraiser's experience
and knowledge in deriving equity values of closely held compa-
nies,

For the instant valuation, the appraiser believes the stated
book value of §2,026,000 should be discounted 5% or $101,300 to
reflect the opinion that fixed assets and inventory would be
liguidated at below book or carrying value,

Since management has not provided Menke & Associates with
gspecific current estimates of plant and equipment market value,
the appraiser's 5% discount to an adjusted value of $1,924,700 is
somewhat judgmental. At the valuation dace, Anchem was essen-
tially long-term debt free and working capital was $1.51 million.

Subtracting working capital of $1.51 million from the adjusted
book wvalue suggests the plant and equipment may be worth in an
orderly liguidation $413,000 versus a book cost of $552,000.

Part of this figure could also represent business goodwill and
going concern value although economic worth of these elements,
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which Menke & Associates has not attempted to otherwise quantify,
is shrinking aa the Company loses customers and sales,

The indicated fair market value of $1,924,700 is 27.9X fiscal
1989 available cash flow (CF) and 19.0X aftertax CF. It is also
10.8X average fiscal 1987-89 available aftertax CP. These capi-
talization rates are high and only provide marginal support to
the value conclusion.

as of the ESOP plan year which began May 1, 1987, the ESQP
Committee changed its policy of paying terminated plan partici-
pants in a lump sum to paying participants terminated for reasons
other than retirement at age 65 in five annual cash pay=-outs com-
mencing on the first anniversary of termination. Terminated plan
participants sell 20% of their stock in each of five years at the
falr market value applicable for each year. Accordingly, the
above derived value is discounted for restricted marketability by
15% (increased from 10% in fiscal 1988) or $288,705 to $1,635,995
or $30.25 a share (rounded) on 54,065 A and B shares ocutstanding.
This figure is slightly above Anchem's working capital at

April 30, 1989, which working capital basically accrues to the
aquity holders.

Arguably, the restricted marketability and "liquidation”
discounts should be greater than 15% and 5%. However, the aggre-
gate ESOP (minority interest) value has been reduced 37% in the
four years between April 30, 1986 and 1989, an overall deflation
which Menke & Assoclates believes properly and adequately re-~
flects the problems confronting Anchem and its ESOP participants.

Valuation Summary
Angeles Chemical Co., Inc.

April 30, 1989

Stated Book Value 52,026,000
Lese Ligquidation Discount (5%) 101,300
Subtotal 1,924,700
Lass Marketability Discount (15%) 288,705
Fair Market Value 51,635,995
Per Share on 54,065 Shares 530.25 (R)
R = Rounded

Recent Stock Sale and Valuaticn

Revenue Ruling 59-60 suggests that arm's-length sales to
knowledgeable unrelated third parties in the recent past would be

a basis for wvaluatlon.

There have been no such recent transactions.

-19-
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V. CONCLOSIONS

Based on our experience and general knowledge in determining the
value of closely held companies and upon the consideration of all
factors previously discussed, Menke & Associates is of the opin-
ion that the fair market value of the outstanding common stock of
Angeles Chemical Co. for ESOT purposes is $1,635,995 or $30.25

per share as of April 30, 1989 on 54,065 A and B shares outstand-
ing. This wvaluation is based on an adjusted book value approach.

Specific positive factors concerning Anchem were its positive
cash flow; still solid and long-term debt free balance sheet;
reasonably liquid cash position; and effective cost reduction
program.

Unfavorable factors were seven consecutive years of sales and
profit decline, a net loss in fiscal 1989, negative returns on
capital and equity, uncertainty over the timing of an operating
stabilization or turnarcund, loss of middle management and mar-
keting personnel, and the potential environmental clean-up costs.

It is important to point out that this evaluation is specifically
intended to establish a per-share fair market value for shares to
be issued or sold to the ESOT. This report does not specifically
address the evaluation of the Company as an entity. The value of
the Company as a whole, with the attendant rights to control the
direction and growth of the Company, to influence or control
compensation and dividends, to change the management, to acquire
other companies and/or business operations, &0 buy companies or
new product lines, or to sell or merge the Company, may be
greater than the total value implied by this evaluation.

On the other hand, the value of minority interest shares held
outside of an ESOT would probably be less than the value deter-
mined in this report. An ESOT with a "put" option obligating the
Trust to repurchase the shares held by participants provides a
valid market for such stock. Minority interest shares held
outside of the ESOT would by necessity be discounted by more than
15% taken here for their greater lnherent lack of marketability,

This valuation is as of April 30, 1989; and, since it is basged
upon recent financial statements, it should be valid for the near
future. However, it iz imperative to recognize that the dynamics
of the industries served and general economic c¢onditions can
change and invalidate this evaluation. Federal regulations
tequire that the Company's comrmon stocxk be reevaluated at least
annually for ESOT purposes.
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ARCHER, BuLMardN & CoO.
CERTIFIED PUBLIC ACCOUNTAMTS

826 SOUTH LAKE AVEHNUE - FASADENA, CALIFORMIA 2106

To the Board of Directors
Angeles Chemical Co., Inc.

We have compiled the accompanying balance sheet of Angeles
Chemical Co., Inc. as of April 30, 1989 and the related statement of
income for the gquarter and year then ended, in accordance with
standards established by the American Institute of Certified Public
Accountants.

A compilation is limited to presenting in the form of financial
statements information that is the representation of management. We
have not audited or performed a review service on the accompanying
financial statements, and accordingly, do not express an opinion cr
any other form of assurance on them, |

Management has elected to omit substantially al}l of the
disclosures and the statement of cash flows reguired by generally
accepted accounting principles. If the omitted disclosures and the
stztement of cash flows were included in the financial statements,
thev might influence the user's conclusions about the company's
financial position, results of operation, and cash flows.
Accordingly, these financial statements are not designed for those
who are not informed about such matters.

QMJLUJ, Oulisats + G

CERTIFIED FUBLIC ACCOUNTANTS

July 10, 198%
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ANGELES CHEMICAL CDsr INC,

ABSETS

CURRENT ASSBETS
FETTY CASH
CcASH IN BANK

CASH IN BANK - BORTZ

CASH IN MONEY MARKET
CERTIFICATE OF DEFOSIT
ACCOUNTS RECEIVAERLE

ALLOW. FOR DOUBTFUL ACCTS.

NET RECEIVAELES
ACCTS. REC. - STALLION
ACCTS. REC. = OTHER
EMFLOYEE ADVANCES
INVENTORY ~ CHEMICALS
INVENTORY - PACKAGING
INVENTORY — FKG.-EORTZ
THVENTORY - GASOLINE
FREFALID INCOME TAX
FREFAID INTEREST
FREFAID FROPERTY TAXES
FREFAILI TANK TESTING
FREFAIL INSURANCE
FREFAIDN AUTO LEASE
FREFAID CONSULTANTS FEES
FREFAOID FACKAGING
DEFDSITS ON EQUIFMENT
TEFOSITS FAID - CAREOY/FOLY
DEFOSITS FAID - REG. DRUME
LEFOSITS FAID ~ PALLETS

TDTAL CURREMNT ASSETS

FIXED ASSETS - AT COST
OFFICE TRAILER
TRUCKS & AUTOS
TANKS & PLANT EQUIFMENT
FURNITURE & FIXTURES

CONETRUCTION IN FROCESS
FLANT
DRUMS

TOTaL FIXED ASSETS

LESS: ACCUMULATED DEFRECIATION

NET FIXEL ASSETS

TOTAL ASSETS

EALANCE SHEET

UNAUDITELD

AFRIL 30, 1989

% 400.00
122,394,046
412 663.77
Sré17.03
200,000.00

$ 12047,415,56

(11,508.25)
1,055,907.31
445y 434,00
38:7B8.45
S5:154.88
305873, 61
108,081,449
04,053,433
1!226-72
48,5461 .00
lor 684,47
1:B%97.26
+ 00
109:728.02
775,00
8!811 001
47,184.89
120.00
5.2707.00
10,179,235
316,20

/811,43
213,054.40
7892 771.446
20413481.74

+ 00
340.712,78
19464471.0

—— i —— ke —

118244,3284,832

—— A ————

SEE ACCOUNTANTS. COMFILATTON RFFORT

(1y292+298.44)

¥ 2:484,435,07

—— et ————

$ 3:038r421 .42

—_————ETmrmEmeman
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ANGELES CHEMICAL CC.» INC.

. . BALANCE SHEET
UNAUDITED
AFRIL. 30r 1989

LIARILITIES AND CAFITAL

CURRENT LIARILITIES

ACCOUNTS FAYAELE t 705:,309.74
ACCRUED TANK TESTING 5¢103,40
ACCRUEL FAYROLL 12:479,12
ACCRUEL COMMISSIONS 21,135.21
ACCRUED WORKMANS COME'. INSURANCE 2:,074.95
SALLES TAX FAYAEBLE 4,45%9,14
INCOME TAXES FAYARLE 300.00
DRUM DEFPOSITS 119, 350,00
EMFLOYEE EENEFIT & WELFARE 1s144,37
NOTES FAYARLE : 102,483,40
ACCRUEL FROFIT SHARING , L00

TOTAL CURRENT LIABILITIES

LONG TERM LIABILITIES
NOTE FAYAEBLE 27+460.932

— e ——————

TOTAL LONG TERM LIABILITIES

CAFITAL
CAFITAL STOLK - %$.10 FAR VALUE.,
1,000,000 SHS. AUTHORIZED,

T4,0465 EHS. ISSUELI & QUTSTANDING Sr4046.50
FaIll IN CRFITAL 10%,723.80
RETAINED EARNINGS — BEGINMINGS 2,0324:967.%1
NET INCOME OR (LOSS) (110+177,02)

RETAINED EARNINGS 1,914,790.89

TOTAL CAFITAL

TOTAL LIARILITIEE & CAFITAL

SEE ACCOUNTANTS COMFILATION REFORT

$ P7I2039.3

371460.9;
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ANGELES CHEMICAL CDs»r INC,
STATEMENT OF INCOME
UNAUDITEL
YEAR ENDED AFRIL 20» 1987

CURRENT
FERIOD 4
SALES 2:211+313,04 100.0 %
COST OF SALES 1,449,582,35  75.5
GROSS SROFIT 541:729.6F  24.5
OFERATING EXFENSES
AIMINISTRATIVE SALARIES 244,477,764 1.1
DIRECT WAGES 743743.09 3.4
INDIRECT WAGES 55340,328 V2
SALES WAGES 21,242,89 1.0
OFFICE WABES 21,045.35 1.0
FILANT EXFENSE 11y532.85 5
LAR EXFENSE 17522.48 .1
TRUCK EXFENSE 30:39%9.32 1.4
AUTD & TRAVEL 12:235.63 o
FREIGHT-IN 19,444,%0 -
FREIGHT OUT 20:2467,79 .7
DRUM MAINTENANCE 643359, 34 3.0
TANK TESTING EXFENSE 663,45 .0
REFAIRS & MAINTENANCE ?P55. 35 .5
SALES FPROM. TRAVEL 2+805.08 ) 1
FRINTIMNG FPREF. EXFENSE 4,785,346 2
OUTSINE LAEOR 14,3228,79 .7
EQUIFMENT RENTAL 221,00 )
RENT : 23,000.00 1.5
OFFICE SUFFLIES 2,385.78 W2
COMFUTER EXFENSE 24734.57 W1
FROFESSTIONAL SERVICES 12,592,746 . b
TAXES & LICENSES 5r156.28 2
FAYROLL TAXES 14:72B.77 7
RUSINESS FROMOTION 4,8610.66 o
ADVERTISING 12,332,324 o1
FOSTAGE 1,400.94 1
COMMISSIONS 25, 535,54 1'*;
?éggg;oﬁs FEES T 54250.00 1
! ONS 22,32 .0
gggmézé égﬁfr"“”“ 23,338,256 1.1
R H *» INSURANCE 71377417 o3
GROUF INSURANCE o o
DUES & SUR = ) 15:239,32 7
SCRIFTIONS 1,379.41 ol

SEE ACCOUNTANTS COMFILATION REFORT

YEAR
TO DATE

—— e ————— A —

———— — i ———

—— e ————— nas

124,000,000
26%99971.97
4B+ 487,07
PE:748.351
391359 .55
Hr1%5.40
115,210.04
ATy 350,31
72r478.50

113,995,233

158s4624.74
6r&500.00
27y121.11
14-4461 .48
22,834.41
Por240.50
1.,783+44
122,000.00
10949 .75
11,024,351
16:070.11
42+771.43
14,300.75
g8.,028,5¢9
5!117¢40
22+191 .44
¢y000.00
182.32
F7r474.,01
29r 622,08
72,782,462
4,894,358
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ANGELLES CHEMICAL CO.r INC.
STATEMENT OF INCOME
UNAUDITELD
YEAR ENDEDR AFRIL 30 1989

CURRENT YEAR
FERIDD A TO DATE -
OFERATING EXFENSES~(CONT )
DEFRECIATION 66:132,82 3.0 211,262,460 2.
EMFLOYEE WELFARE 2,519.324 .1 By542, 4% .
BAD DEETS (40.89) .0 904,58 .
FROFIT SHARING EXFENSE 3,455.70 V2 ©1545,67 .
TOTAL OFERATING EXFPENSES S80,934,02 2&.3 2,202,817.84  24.°
OFERATING INCOME OR (LDSS) (35+204,33) (1.8)  (145,224.543 (1.
OTHER INCOHE
[ISCOUNTS EARMED 581,45 .0 4+441,79 .
LEMURRAGE ?RE. 2D + 0 31438.75 v
SALE OF ASSETS 41,835.44 1.9 41,835,44 .
INTEREET INCOME 4;8946,09 e 2 18,188.11 .l
['IUIDENH INCDHE .00 'O N 4?6089?5 -
HISCELLANEOUS INCOME ~<g pp Chobga 81931.40 .A/ff 32,167.97 -
U7 230,.,87 2.6 104y480.81 1.:
OTHER EXFENSE
CONSULTAMNT EXPENGE 14y375.,01 e 7 S7:500.04 .
LOSS (GAIN) SALE DF ESTOCK + 00 +0 A7 EER. 7T . I
12,803 .37 + 7 111,892,227 1.C
HET INCOHE OR (LRSS
EEFORE THIES 2:023.,17 01 (152+a437,02) ‘1.7
FROVISION FOR TAXES A2:54560.00 1.7 ° A2e 220,00 W2
NET INCOME DR (LOSS) $ 449783.17 2.0 - $(110,177.02) (1.Z-
e ETEEE== ==&-== ST a=== Pt g )

SEE ACCOUNTANTS COMFILATION REFORY
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ANGELES CHEMICAL COMFANY, INCORFORATED

ETATEMENT OF CAGH FLOWS
(Unaudited)

FOR THE YEAR ENDED AFRRIL 30,

CasH FLOWS FrOM OFERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERE
CASH FAID TO SURFLIERS AND EMPLOYEES
OTHER RECEIPTS
INTEREST AND DIVIDENDS RECEIVED
INTEREST FAID
INCOME TAXES REFUNDED
INCDOME TAXES FAID

1989

NET CasH FROVIDED BY OPEFRATING ACTIVITIES

CARSH FLOWS FROM INVESTING ACTIVITIEE:
FROCEEDS FROM SALE OF EQUIFMENT
FROCEEDS FROM SALE OF SECURITIES
PAYMENTS FOR PURCHASE OF FIXED ASSETS

NET TASM PROVIDED BY INMVESTING ACTIVITIES

CAEM FLOWS FROM FINANCING ACTIVITIES:
FROCEED FROM NEW BORROWINGS
PRINCIFAL FAYMENTE ON CUTSTANDING DEERT
LOang TO EMFLOYEES
COLLECTION GF EMPLOYEE LDANRE
LLANg TO OTHERS
COLLECTION OF LOANE FROM QTHERS
LOANS TO STALLIDN TANK LINES
COLLECTION OF LCANE FROM STALLION

NEY CAEH USED BY FINANCIMG ADTIVITIES
NET TWCREAST IN CASH DURILG THE VYEAR
EASH &7 PEGINNMING OF vE&F
CAS= &7 END DOF YE&R
FECAMCILIATION COF MNET I8M52ME T NET CASH
FREOVIDED BY LFERATING ACTIVITIES
NET NTDME (LQSS)

ADJUSTMENTS TO RECONTILE NET INZOME TG NET CAEM
FROVIDED EY DPERATING ACTIVITIES:
GEFRECIATION
(GARIN) LOBS DN SALE OF EOVIFMENT
LOSS ON SALE OF SECURITIES
CHANGE IM ASSETE AND LIABILITIEES:
ACCOUNTE RECEIVABLE
INVENTORIES
FREPAID EXFENEES AND DEFLSITE
ACCOUNTS FAYAELE
CUSTOMER DEFOSITS
ACCRUED EXPENSES
INCOME TAXESD

TOTAL ADJUSTMENTSG
NET CASH PROVIDED By OFERATING ACTIVITIES

kv R TR R TS A e S ol geggea B P, ey g,

9;13&;314-97
{ B,962,854.15)

25,604,772
EE ] 796 .B5
( 8,704%.23)
G0, 788 .00
{ 01 ,00)

o e e s e e e el e N i

7,300.00
192,054 .03
{ 95079 .62)

— S Sk - e e e -

166,814 .21

A e e Al Sy T —— "

175,91&.00
( i461.155.51)
¢ 135, 82&.00)
1L ,550.00
: ECL,E09.00)
B0, 18 .57
{ 1E88,277.00)
107,458 . %

—— s Fr B e e ——— — —

A W R e o A

Elle'—‘.’l?ohﬂl
{ H13E82%.a48)
RS &BT.00

133,557,468

B2, 604 .45

. 79,040, B89)
134,913,479

4 B2y 752.00)
{ EGyETS . E7)
V27 .00

— s e S Sk okl B s o
s B P B -

mEEETSODEDEE L ..
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APPENDIX II
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Monke & Ausvcdrtos, He.

QUALIFICATIONS QF MENKE & ASSOCIATES, INC.
AFPPRAISAL SERVICES STAFF

Eric M. Bramstedt

Eric Bramstedt has over 25 years experience in the field of
financial analysis, equity evaluations, securities analysis and
investment banking. He has prepared well over 200 business
valuations on closely held companies for merger and acquisition,
gift and estate taxes, Employee Stock Ownership Plans (ESOPs),
incentive stock option plans and others. These valuations have
covered a broad industry scope of closely held and public
companies including several Fortune 1000 listings. Mr. Bramstedt
possesses in-depth knowledge of ESOP functions and valuation
through seven years of extensive experience with three leading
ESOP design and valuation firms — Menke & Assoclates, Kelso &
Co. and Houllihan, Lokey, Howard & Zukin.

Mr. Bramstedt holds a bachelors degree in Economics Ffrom Stanford
University and is a Chartered Pinancial Analyst (CFA), His
professional affiliations include membership in the Security
Analysts of San Francisco, the Financial Analysts Federation, and
the Valuation Roundtable of San Francisco.

Brvant J. Brooks

Bryant J. Brooks has an extensive background in corporate
finance, venture capital, investment banking, and mergers and ac-
guisitions. Mr. Brooks was President of Bay Equities, a venture
capital firm, from 1972 to 1974. From 1968 to 1972, Mr. Brooks
was President of Boothe Computer Investment Corporation, also a
venture capital firm. Prior to that, Mr. Brooks was Vice Presi-
dent and Treasurer of Continental Capital Corporation, a publicly
held Small Business Investment Company.

Since 1975, Mr. Brooks has prepared evaluation reports for a wide
range of small and large companies. The clients represent a va-
riety of manufacturing, distribution and service organizations --
including a number of high-technology companies.

During 1982, Mr. Brooks served for nine months as pre-term
President of a publicly held savings and loan holding company.

Mr. Brooks also teaches graduate level finance courses at Golden
Gate University in San Francisco.

Mr. Brooks was graduated Phi Beta Kappa from Yale University in

1950, receiving a B.A. degree in Economics. He received an
M.B.A., with Distinction, from Harvard University in 1955.

BR0O01646
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Raymond G. Hogue

Raymond G. Hogue has performed appraisals of privately held
businesses on a full-time basig gince 1982. Prior to 1982
Mr. Hogue served as accounting and software manager for a
contract software development company. Since 1982 Mr. Hogue has
performed business appraisals for over 100 privately held com-
panies involved in manufacturing, distribution, retailing and
gervice with sales ranging from 21 million to $80 million. He
has prepared valuations for a variety of purposes including
estate planning, Employee Stock Ownership Plan, stock option and
stock bonus. Securities valued by Mr. Hogue include common
stock, preferred stock, and convertible debt.

Mr. Hogue graduated from San Jose State University in 1980,
receiving a B.S. degree in finance. In addition, he was chosen
as the outstanding graduate of the San Jose State University
School of Business Class of 1980, Mr. Hogue is a director of the
Business Valuation Roundtable of San Francisco.

Robert M, Ireland

Robert M. Ireland has an extensive background in securities
valuation, corporate finance and venture capital. Prior to join-
ing Menke & Associates, Mr. Ireland was a Vice President and
General Partner of Kelso & Company, Inc¢., an investment hanking
firm which specializes in Employee Stock Ownership Plan (BSOP)
financing techniques. Mr. Ireland is an experienced professional
in securities valuation, in the financial design of Employee
Stock Ownership Plans (ESQPs), and in the planning, design,
structuring and implementation of leveraged buyouts.

Prior to his assoclation with Menke & Associates and Kelso §
Company, Mr. Ireland was a consultant to Transamerica Corporation
and Memorex Corporation in the areas of corporate finance and
capital markets during their computer industry antitrust litiga-
tion. From 1970 to 1974, Mr, Ireland was a Security Analyst at
BA Investment Management Corporation, a subsidiary of Bank of
America NT&SA. He is a member of the Financial Analysts Federa-
tion, the Securlty Analysts of San Francisco, and the American
Management Association.

Mr. Ireland graduated from Stanford University with an A.B. in
Economics in 1965. He received his M.B.A. in Finance from the
University of California at Los Angeles in 1967, followed by two
yeara of service in the U.S. Army as a Contracting Officer at the
0.8. Army Electronics Command in Ft. Monmouth, New Jersey, and
the Republic of Vietnam. -
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David L. Klemm

David L. Klemm has had extensive financial management and
corporate finance experience with large and small firms.

He has served as Vice President-Finance and Administration of
Regserve Oil & Minerals Corp., an $80 million OTC company, as well
as Vice President-Finance of Array Technology and Integrated CMOS
Systems, Silicon Valley start-up companies.

Earlier in his career he held corporate finance positions with
LTV, Inc. of Dallas, Utah International, Ing. of San Francisco,
and Triad Systems of Sunnyvale, California. Along with handling
the various corporate finance tasks at these companies, he was
involved in merger, acquisition and divestiture activities,
including the valuation of a¢quisition candidates.

Mr. Klemm received M.B.A. and J.D. degrees from the University of
California at Berkeley.

Everett A. Mathews

Everett A, Mathews graduated from the University of California,
Berkeley, with a B.S. degree in Finance. Prior to 1971 he was
employed as a commercial loan officer by Security Pacific Nation-
al Bank in their San Francisco Main Office with responsibility
for 1lending to businesses, Since 1971 he has specialized in
financial analysis and the valuation of closely held businesses.

John L. Secripps

John Scripps has 20 years of extensive experience in corporate
financial and general management as well as business valuation.

Following several years as a Systems Analyst in the 0Office of the
Asszistant Secretary of Defense for Systems Analysis in
Washington, D.C., he rejoined the private sector where he has
served for almost 18 years as the chief financial officer of
three private companies. In that capacity, Mr. Scripps has
directed the filnanc¢ial affairs of manufacturing and service
companies ranging in =size from a venture capital-financed
"startup" to an established 85 year-old company producing annual
sales approximating 5100 million.

Subsequently, Mr., Scripps has specialized in the valuation of
closely-held businesses, He has prepared busineas valuations for
a wide range of companies in manufacturing, service, and distri-
bution industries nationwide. He has prepared valuations for a
number of purposes, including gift taxes, estate taxes, employee
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Monke & Lsccarts, Hoe.

stock ownership plans, and for acquisitions and dispositions of
controlling interests in companies.

Mr. Scripps holds an M.B.A, degree in Finance from the Stanford

University Graduate Scheool of Business Administration and a B.A,
degree, also from Stanford University.

Donald J. Tubb

Donald J. Tubb has varied and extensive experience in general and
financial management as well as in corporate finance and business
valuation. Mr. Tubb ig a retired Air Force officer with 22 years
service as a pilot and operations/logistics manager. Subsequent-
ly, as a Vice President in the Wells Fargo Bank Corporate Finance
Department, he performed stock valuations and assisted in corpor-
ate planning, mergers/acquisitions and Private placements for
bank customers. He has also served as CFO of a manufacturing
company and formed his own consulting firm to provide valuation
consulting and corporate planning services to corporate clients.

Mr. Tubb received an M.B.A. degree in Finance in 1373 from the

University of California at Berkeley and a B.A. in 1955 from
Oklahoma State University,

BR0O01649



R

(#4 /) //«f’?

fla,y/m_.dw»#ﬂmu- EE.-:.-*SFS.)
s Pt BT

<. ﬁ' Lot ﬁ
LB - P 5T

M M Fre. S5 g 74-:4-40/
thrsoss g {/{’f" iw MM&/
M%ﬂ-— "// .fa .ﬁ /mﬁwﬁw

| lwihopac:
2,/ %M ,4_2.6 T?dﬂ' Mcr.%-@.‘,/ﬁw

/«_/&-w. FAFV#‘?o ¢ e o Zme B f,g M‘,
o P Cla 15‘-"'3” Gao @.—_«&2 )

. e
e? 2 C60g,000

BR001650



BR0O01651



fq,&o«.a&/:-)

/.

A ~lpeo :

szf’ .~ E/"":.da@ -t ‘ AJ%-_-;

| G lonide Mo loas K 25000 ¥ S 500 o
5-7%“M#IM 5-7-”"2.'1./6-:;._-_ .

" ' -
.. SEeed 58, g00

_ {#Iaa{n@-f{m prr

. N = )‘# nyé-“,,;r 3":% oo . .

BR001652



- Feds, .r‘f":__".'.‘!.. /Fﬁtwwﬁ” o

BRO01653



———m
. '

P it Proesy e
2re e F

BR001654



A F b (75) -p/ &
Eniamma ol Corrmsndins, Lorploss., Llar

/z:-uf-;é':_i‘v Y Lgpemacyy f;w—i“hw/m--;,ﬂ:?

| e alng - P loake?

;M?/;W /0 4

BR0O01655



| M""cs*é-......M-_mc,e #f

=

M— . ; - o -z,
| - MM . -{“#G.Aﬂ-ﬂu

| (:1«:3/2 Foeds —/5?5?’

St Payoffdf i D S5l
z:..?z..&“.oér.amw %.,&m /?M

BR001656



G e e hin (L) ?/14‘%5’" 7

3-56@ -l

,{nmﬁﬁ, Mm)’" Vogtraees

| ’W’f"‘ T ”*‘%'

BR001657



foe il (e TS

| E.. _/.Qn/&a.; Cogs

- %M/7¥FMM _lurl.xﬁlamnw
/i . /7%%4&”-

(e ot ﬁ‘h“ﬂwﬂ /;‘J% f%wM £o. [r/}”ﬂ

MW: qﬂwumﬂaﬁ*ﬁ /2T

BR001659






Univar

( ORPORATION

TO THE SHAREHOLDERS OF UNIVAR CORPORATION

Rastrfts of Operationg

Univar completed a record year on February
2B, 1990, with both sales and carnings hitting
new highs,

Met income for the final quarrer of the fiscal
year was $5,417,000, or $0.31 per share, up
from $4.649,000, or $0.26 per share, for the
same period in the prior year,

For the full year, nat income reached
§21,545,000, or $1.22 per share, on sales of
§1,378,864,000. The comparable figures for
thie pror year were net income of $19.973,000,
ar $1.13 per share, on sales of §1,307 865 000.
All per share dats have been adjusted to reflect a
ewa-for-one stock split paid in the form ofa
100% stock dividend Movember 4, 1989, to
shareholders of record October 16, 1989,

Our chemical distribution business has been
quite stable over the past year, Anrmial infladon
in U1.5. prices expunenced by Van Waters &
Rogers In, averaged only 1.6%, with price de-
dlines being the general rule in the last four
manths of the yzar, U.S, sales volurme rose by
6% to $1,182.352,000, and while we have seen
(and forecast) litrle real growth in the TS,
coonorry, the business is operating at very satis-
factory Jevels,

In Canada, Van Waters & Roger Lid, had
its second-best year. Sales volume, in Canadian
dollars, was down by approximately 1.5%, pr-
matily a result of the termination of'a ling of
high volume, low margin agriculaural cherical
products.

We find thar the chemical distribution busi-
ness, becanse it is so diffused throughout the
economy, is an excellant qurrent indicator of
GNP, Given this dose reladonship, it was not
surprising to see business in Canada adversely
alfectid by a definite slowing of business acriviry
in the cagiem provinces in the last half of the
year,

Our ChemCare™ activiies in the U5, which
constitute the collection, or “reverse distribu-
tion," of spent chemicals generated by our cus-
tomers, experienced substantal growth during
the year, Chem(Care, which provides a compre-
hensive service to assist waste generators in the
proper handling and disposal of their waste ina
lgal, environmentally responsible, and safe
mannet, i well accepted and is growing in ac-
cordance with our projections,

While ChemCare earmings have been im-
pacted over the past year by start-up and main-
ing costs, We antcipate that this unique service
ta chemical users will continue to provide a
growing and increasingly profimble addition o
our business. Inrroduction of ChemCare into
Canada iz presendy under study,

As the fiscal year closed, we began pilot in-
smallaton of our new satellite-linked 1.5, com-
puter system dubbed “TVX 2000™," After
completon of the pilot installation and the nec-
essaty adjustrments an installation of this com-
plexity always requires, we anticipats installagon
of the sysiem in all U.S. offices by the spring of
1991,
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The fact that we have becn able to gencrare
record camnings while absorbing the additional
cost loads necessary to retain our leadership po-
sition in such areas a5 safety, environmental re-
sponsibility, and compliance with a highly com-
plex and rapidly expanding regulatory system, is
a tribute to the dedication and capability of
Univar emnployees. Their contribution has been
the basic cansge of our improving resnlts.

Dividend Declared

At the dircctors meeting on April 27, 1990,
a regular quartery dividend in the amount of
$0.075 per share was declared and was paid
Tune 5, 1990, to sharcholders of record May
14,1990.

Qutlook

We see no evidence of significant growth or
detcripration in the cconomics of the 1.5, and
Canada, and accordingly we do not expect ma-
jor changes in rates of operation during the up-
coming fiscal year,

Changes in our profitability will primarily be
the result of the balance of increased costs (re-
sulting from computcr installations and in-
creascd response costs related o regulavory
changes) offeet by improvements in efficiency
that will come from broader use of UV 2000
and the increased quality of management infor-
mation that the system will make available,

%ﬁﬂﬁﬁ w. Len

James W. Bernard
President and Chief Excoutive Officer
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Unsvar Co?pam:ms and Subndiaries =
CONSOLIDATED BALANCE SHEETS Unaudited (See Notes)

(T Thousands) Feb. 28, 1000 Febr, 28, 1989
Assets
Current Assers $275,654 $259,655
Real Properties Held for Sale and Long-term Receivables 29,682 33,671
Property, Plant, and Equipment—nst 162,443 135,321
Ouher Asity 9,629 2,781
$47‘7i408 $431i428
Liabltities and Sharehoiders’ Equity
Current Liabilivies $203,714 $195,916
Long-term Debt 116,199 103,432
Deferred Items 25615 17,352
Shareholders’ Equity 131,880 114,728
Sz s
ERATIT L gt i e e Eg e moe ol
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Univar Corporation and Submidiarics
CONSOLIDATED STATEMENTS OF CASH FLOWS Unaudited (See Notes)

“Three Mimths Ended Febr, 28 TearEnded Feb. 28

(In Thowsands) 19900 1989 10000 1959
Cash Flows Provided (Used} by Operating Activities
Netincome $ 5417 5 4649  $21545 § 19973
j o recondle net ineome W net cazh
provided by operating activitics: ;
Depteciation 2,839 3,186 14 383 13,788
WOther—net 7,817 258 8,376 (36)
Change in asets and liabilitiea, net of cffect of
busineses acquired:
Accounts recervable (4,274) (7.,635) {4,703) (21,001)
Irprentorics 7,287 5,167 4274 5,504
Accounts payable 2488 (1,602) 5,301 684
Other CUrTent ansciz—rict 2,041 (1,374) 757 1,174
Onhier current liabilides—nex {998) 3,175 6297 815

Tiet Cash Provided (Used) by Operating Activites___ 22617 5,324 56230 23,301
Cah Flows Provided (Used) by Investimg Actipitiec
Proceeds from investments 3604 (1,046) 4577 2,748
Paymenit for purchase of imvestmenns 1211 (14777) ©38)  (15241)
Additions ro property, plant, and equipment—-net (10,867) 5,041  (37573) {9,563)
Acquizition of busincsscs — (3,533) (16959} (3,533)
Chiange in other assety— fiet (3,846) % 603 308
Net Cash Provided { Useel) by Investing Activitics (9878)  (14219) (50200) (25284)
Cads Fiorws Provided (Used) by Financing Activities

Short-term borrowing—net (1,545 6,954 (8,172) 17,481
Baxercise of stock options (196) 4 78 115
Long-rerm debt incurred —_ — 25,000 20,000
Reduction of long-term debt (5646) 5200  (22233) (31918)
Paymene of dividends {1,314) {B73) (4,813) (2,051}
Net Cazh Provided {Used) by Financing Activitien _(9,005) 11,336 (140) 2,797
Net Cash Provided (Und) 3,73 2,440 o800 814
Cash and cagh eqpaivalents at beginning of period 2,521 5,015 7455 G641
Cash and Cash Equivalenss at End of Period 5133255  § 7455 13255 § 7455
MNOTES:

1. mmmumimmmﬁxﬂmwm.mmmmn
LIRCY mexhod i made ot 4 &nd of cach acal year,

2, Fimtemical thare dus have been restared to reflect u two-Sor-one pock, splic paid in the form of g 100% smck dividend Navember 4,
1589, to sharehalden of record October 16, 1989, '

FOLES WM TS
INUY PUOSS TOR
Furprmg DoL10N (M9 T
Jealun

BROD1664



SECURITIES AND EXCHANGE COMMISSION
" Washington, D.C. 20549

FORM 10-K

Annual Report Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

For the year ended

February 28, 1989 Commission file number 1-5858
UNIVAR CORPORATION
A Delaware S IRS Employer
Corporation No. 91-0816142

801 Second Avenue
1600 Norton Building ;
Seattle, Washington 98104
Telephone No. (206) 447-5811

Securities registered pursuant to Section 12(b) of the Act:
Nume of Each Exchan

Title of Each Clax on Which Regis '
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PART 1
TTEM 1. BUSINESS '

The Company

Univar Corporation was incorporated in September, 1966 to become the successor corporation in
the merger of Van Waters & Rogers, Inc. and United Pacific Corporation, both long established
companies then doing business in the western United States and western Canada. For the fiscal year
ended February 28, 1889, Univar Corporation {Univar, the Company, or the Corporation} and .its
wholly-owned subsidiaries were involved in the distribution of industrial and agricultural chemicals
and related products, Van Waters & Rogers Inc. conducts its operations throughout the United States,
Van Waters & Rogers Ltd, conducts its operations throughout Canada.

As of March 1, 1984 the manufacturing divisions of Univar—Penick & Ford, Limited, and Great
Waestern Malting Co.—were spun off to Univar shareholders as a new independent publicly-held
company, under the name of PENWEST, LTD. The shares of FENWEST were distributed to Univar
sharcholders of record February 29, 1984, and trading in these shares subsequently began over-the-
counter. Information comcerning this distribution is available in the Information Statement Concerning
the Distribution of 2,769,520 shares of PENWEST, LTD. Common Stock by Univar Corporation, dated
February 17, 1984,

The businesses of Univar alzo formerly included the industrial distribution of laberatory equip-
ment and supplies, textiles and supplies, and electronic components. The divisions operating this
business— VWR Scientific, VW&R Home Furnishings and Acacia—were separately incorporated and
the shares of stock of their parent corporation, VWR Corporation, were distributed to shareholders of
Univar who were shareholders of record February 28, 1986, Information concerning this distribution iz
available in the Information Statement Concerning the Distribution of 5,601,730 shares of VWR
Corporation Common Stock by Univar Corporation, dated Fanuary 31, 1986.

Effective November 1, 1986 Univar acquired, through a transaction accounted for as a purchase,
the net assets of MeKesson Chemical Co. (MCC), one of the leading national distributors ¢f industrial
chemicals, Concurrent with the acquisition, the assets of the former Van Waters & Rogers divigion in
the U.S. were combined with the MCC operations and those activitics are now carried on through a
whaolly-owned subsidiary, Van Waters & Rogers Inc.

MCC had approximately 1,400 employees and ganernted sales of approximately $604,000,000 in its
most recent Bscal year prior to the acquisition, so its-acquisition represented an approximate doubling
of Univar’s business.

The transaction was an extremely important one in the development of Univar—one which
doubled the Corporation in size and has made it the largest industrial chemical distributor in North
America.

Effective March 1, 1988 the Corporation introduced a new hazardous waste management service
in the U.8. called ChemCare™. ChemCare is a new service that allows the Corporation to maximize the
use of existing equipment, facilities and chemical handling knowledge by assisting customers in the
responsible eollection and disposition of their chemical waste streams. It is in essence a reverse
distribution process, developed in responze to customer demand for help in coping with increasingly
complex environmental regulations at the federal, state and local levels.

The Corporation does not, under ChemCare or any other program, actually dispose of chemical
waste streams, The Corporation has contracted with EPA permitted hazardous waste disposal sites for
that disposal, through incineration, recycling or other means. ChemCare is a service providing its
. customers logistics management, temporary storage and access to various treatment and disposal
technologies.

Distribution is the process by which manufacturers, both large and and small, get their products to
many end users in the most aconomical way. As a distributor of industrial and agricultural chemicals
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and related products, the Corporation’s role is to purchase chemicals from manofacturers in wuek,
railcar, or tankcar quantities and sell them In smaller quantities to various customers. Univar adds value
to its products through superior service, selection, and reliability.

Financial Information About Industry Segmenis

The Corporation operates principally in ene market segment, chemical distribution, through two
wholly-owned subsidiaries, Van Waters & Rogers Inc. in the United States and Van Waters & Rogers
Ltd. in Canada, ' ' '

Foreign operations in Canada for each of the last three fiscal years are reported in the Univar
Corporation 198% Annual Report to Shareholders on page 32, under the caption of Note 13, Industry
Segment Information is incorporated herein by reference.

Raw Malerials
Numerous sources of supply generally exist for nearly all raw materials essential to the business.
Patenis, Trademarks and Tradenames

Univar and its subsidiaries own certain trademarks and tradenames. Other than its recently filed
ChemCare trademark, Univar does not regard patents or trademarks as being of material importance in
its current operations.

Seasonal Business

No material portion of the continning aperations of the Corporation or its subsidiaries is regarde
s highly seagonal. . -

Principal Customers

Mo segment of the continuing operations of the Corporation is dependent upon a single customer
or a few customers, the loss of any one or more of whom would have a material adverse effect on the

~ segment.
Competitive Conditions

In the distribution of chemicals and related products, Van Waters & Rogers Inc. and Van Waters &
Rogers Ltd. compete with local, regional and national distributors, as well as manufacturers who sell
direct. Although the acquisition of MCC established Univar as the largest industrial chemieal
distributor in North America, the Corparation faces signifieant competition from distributors who have
a larger market share within loeal and regional markets as well as from other national distributors.

Research and Devslopment

As a distributor, Univar and its subsidiaries do not engage in resesrch activities relating to the
development of new products or the improvements of existing products.

Environmental Regulation

It is not anticipated that compliance with federal, state and local provisions relating to the
protection of the environment will have a material adverse effect on capital expenditures, earnings or
competitive position of the Corporation or its subsidiaries.

Employees

Two thousand seven hundred two persons were smployed by Univar and its subsidiaries as of
February 28, 1989,

Backlog
No record of the backlog of orders is maintained.

2
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ITEM 2. PROFPERTIES

The Corporation operates from approximately 130 facilities; 116 in the United States and 14 in
Canada, with a total of approximately 4,000,000 square feet of combined office and warehouse space,
(3,500,000 in the U.5. and 500,000 in Canada) of which 2,900,000 square feet is owned (66 facilities)

and the remainder leased.

Listed below are the prinefpal plants and physical properties of the Corporation and its
subsidiaries used in the wholesale distribution of industrial chemicals and/or pesticides. The Corpora-
tion belicves its facilities are in good condition and adesuate for its current operations,

VAN WATERS & ROGERS INC.

Nature of Ownership

Bldg. Area Land Area Expiration
Locatlon {$q. Ft.) (Acres) Owned  Lesed Date of Lease

Atlanta, GA ... ... ... i i 86,000 8.6 X
Chicago, IL .. ....oiiiiiiiiiiinrinnnnnas 55,000 2.8 X

{Schaumburg)
Cleveland, OH ..........oiivinninsrses 48 000 56 X
Dallag, TX ........0iiiiiii it innans 133,000 9.8 X

{Bekay Street) : -
Denver, CO .. ... i i iirbanaas 69,000 49 X
Crand Pradrie, TX. ..... ..o 0nueinreanrnans 48,000 5.0 X April 1997
Houston, TX ...ttt iininen e 133,000 20.5 X

(Brisbane Street)
Indianapolis, IN +...vovvierrveriiinannnnns 63,000 88 X
Jacksonville, FL ,......0coiiniiiiniat, 49,000 18 X
Kent, WA ... i i iiiiiiiiiiaanitiinrians 132,000 1.7 X
Los Angeles, CA .. ...oooveeeiiisiinrens 156,000 9.4 X

(Bonnie Berch)
Los Angeles, CA...ooviiiviiieerciiiinnans 140,000 7.0 X

(Jillson Street) '
Omaha, NE ...........000ivirrerrnnnnns 67,000 10.3 X

(F Street) :
Phoenix, AZ . ....ooiviininiiiisnrernnvnnns 66,000 10.0 X
Portland, OR ...t iieans #5,000 0.5 X

(NW Yeon Avenue) .
Salt Lake Gity, UT . ........cooviienennnnt. 76,000 46 X
San Jose, CA ...ttt i rias 186,000 146 X
St Paul, MN ..ootyiiniiiinniinnnrenneens 88,000 9.0 X  September 2002
Spartanburg, 5C ......... i 78,000 28.2 X
Toledo, OH ...ttt 48,000 9.4 X

(Tracy Road) )
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Other Van Waters & Rogers Inc. properties (owned or leased),
which consist mainly of industrial warehouses and related office space:

Albany, NY Freino, CA Omaha, NE
Albuquerque, NM Geismar, LA Orlando, FL
Altoona, PA Glendale (Phoenix), AZ Oxnard, CA
Anchorage, AK Grand Junction, CQ Pasco, WA
Appleton, WI Grand Rapids, MI Philadelphia, PA
Augnsta, GA Greenshoro, NC Pinchurst, ID
Bakersfield, CA Greenville, NC Fittsburgh, FA
Beanmont, TX Harlingen, TX Pocateltn, ID
Bellevue, WA Harrisburg, PA Portland, OR
Bloomington, IL ' Honoluly, HI Reno, NV
Boston, MA Houston, TX Richmond, VA
Buffalo, NY Kansas City, MO Riverside, CA.
Burlington, 1A Kingsport, TX Rock Springs, WY
Carlin, NV ) Knoxville, TN Sacramento, CA
Casper, WY Lafayette, LA San Antonio, TX
Charlotte, NC Las Vegas, NV San Diego, CA
Chattanooga, TN Little Rock, AR Seattle, WA
Chicago Hts., IL Longview, TX Sioux City, 1A
Chippewa Falls, WI Louisville, KY South Bend, IN
Cincinnati, OH Medley, FL Spokane, WA
Columbus, OH Memphis, TN Springhield, MO
Corpus Chrigti, TX, Miami, FL St. Louis, MO
Dallas, TX Milwaukee, WI Tampa, FL
Delray Beach, FL Mobile, AL Tampa (PCS), FL.
Detroit, M1 Nampa, ID Toledo, OH
El Paso, TX Nashville, TN Tucson, AZ
Eugene, OR New Orleans, LA Tulsa, OK
Fajrfleld, OH New Rochelle, NY Wichita (Mead), KS
Farmington, NM Ouk Brook, IL Wichita (Mosley), K8
Fayetteville, AR Odessa, TX Williston, ND
Fort Wayne, IN - Oklzhoma City, OK Woodbridge, NJ
VAN WATERS & ROGERS LTD.
Nature of Qwoership
Bldg Area  Land Area Expiration
Location . (5q. F1.) {Acres) Owned Leasad Date of Legsa
Calgary, Alberta, Canada .................. 58,000 4,8 X
Edmemton, Alberta, Canada................ 58,000 56 X
Lachine (Montreal), Quebec, Canada....... 52,000 33 X
Richmond (Vancouver), British Columbia,
Canada .. vvviiiii it 93,000 8.7 X
Weston (Toronto), Ontario, Canada ........ 120,000 113 X
Villeyfield, Quebec, Canada ............... 50,000 239 X

Other Yan Waters & Rogers Ltd. properties in Canada (owned or leased),
which consist mainly of industrial warehouses and related office space:

Abbotsford, British Columbia
Kelowna, British Columbia
London, Ontario
Red Deer, Alberta
Saskatoon, Saskatchewan
Regina, Saskatchewan
Windsor, Ontario
Winnipeg, Manitoba
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EXECUTIVE OFFICERS OF THE REGISTRANT

Name Age

ames H. WibaT ) 64
y Chairman an (Shief Strategist
Director

James W, Barnard
President and Chief
Executive Officer

Director .

N, Stewart Rogers(1) ........co00nains 50
Senior Vice Prasident
Bevan A, Cates .. ooiiiiin i inninnns 49
Senior Viee President,
Sules, Marketing and
Material Management

Diek A Davis ... ivvivianinniiinn, 50
Senior Vice President, Operations

Jameas L. Fletcher....... evaeearaneas 45
Seanfor Vice President, Environmental
and Corporate Affairs

Micolaas Samsom .......cvvicinnnen, . 54
Senior Vice President,
Finance and Administration

Albert C, McNeight ......... Carsaanein 57
Vice President
President, Van Waters & Rogers Ltd.

David C. Gentry
Vice President, Human Resources

Barry C. Maulding ...... PP 43
Corporate Secretary and Director,
Services

Cary E. Proitt ..............c.00 beeaas 39
Vies President, Treasurer and
Assistant Secretary
Guenter Zimmer, . .....coevvurns P 4]
Viee President, Engineering

David E. Olson ....oovviinnninnns R |
Agsistant Treasurer

........... R

Businesy Exparicnce Past Five Years (2)

Chairman and Chief Strategist of Registrant
Chajrman and Chief Exect:%;ve Officer
of Registrant
President and Chief Executive Officer
of Registrant
President and Chief Executive Officer
of Registrant
President and Chief Operating Officer
of Registrant
Executive Vice President of Registrant

Senlor Vice President of Repgistrant

Senior Vice President of Registrant

- Regional Vice President, Western Region,

Van Waters & Rogers Ine,

Senior Vice President, Los Angeles
Area Office, Van Waters & Hogers
Division of Registrant

Vice President and Ares Manager,
Houston Office, Van Waters & Rogers
DHvision of Registrant

Senlor Vice President of Registrant

Vice President of Registrant

Vice President, Operations and Materials
Management, McKesson Chemical Co.

%enior Vice President of Registrant
Partner, Shilder McBroom Gates & Lucas
(attorney: at law)

Senior Vice Prasident of Registrant

Vice President of Registrant

Vice President Administration and
Treasurer, Van Waters & Rogers Ltd.

Vice President of Registrant
Presidett, Van Waters & Rogers Ltd.
Executive Vice President,
Van Waters & Rogers Litd.
Vice President, Sales and Markating,
Van Waters & Rogers Ltd.

Vice President of Begistrant

Vice President Human Resources, )
Van Waters & Rogers Division of Registrant

Personnel Manager, Van Waters & Rogers
Division of Registrant

Corporate Secretary of R ant

Dir?;or, Legal Smices of Registrunt

General Counsel and Assistant Secretary,
Alaska Airlines, Inc,

Vice President and Treasurer of Registrant

Treasurer of Registrant
Assistant Treasurer of Registrant

Vice President of Re nt

Diirectar, Corporate Enginccring
of Registrant

Assistant Treasurer of Registrant

Vice Pregident Finance and Controller,
Wall Data, Inc.

Position
Held

1986-
1983-1966
1966-1983
1986-
1986-1986

1983-1986
1971-

1989-
1987-1989

1984-1936
19821984

1980-
1986-1989
1983-1986

1988
1981-1959

1989
1987-1989
1073-1087

1985-
1985
19841985

1974-1984

1986-
1984-1986

1973-1984

1986-
1984~
1975-1984

1980-
1987-1989
1981-1987

1984-
1973-1684

1987-
1983-1987

(1) Family Relationships: Robert S, Rogers, a Director, is the brother of N. Stewart Rogers. Robert 5. Rogers and
N. Stewart Rogers are brothers-in-law of James H. Wiborg,

(2) No arrangement or understanding exists between any officer and any other person pursuant to which he was

selectad a5 an officer,
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ITEM 3. LEGAL PROCEEDINGS

The Corporation is involved in various contractual, warranty and public liability cases and claims
which are considered normal to the Corporation's business. The liabilities for injuries to persons or
property are genersally covered by liability insurance and the deductible portion of the liabilities,
where applicable, have been accrued in the Corporation’s financial statements.

Univar and related entities have been named as “potentially responsible parties” relative to
cleanup costs associated with twenty-one separate waste disposal or waste recyeling sites which are
the subject of separate investigations or proceedings concerning alleged sqil and/or groundwater
pollution. On many of these sites the Corporation could technically be liable for the total costs of
cleanup under the principle of joint and several liability. However, with respect to each site numerous
other companies are similarly identified, and as a practical matter most of them will share in the clean
up costs, In all of these cases, the Corporation is a “small generator” in that the Corporation’s volume
of waste delivered to the disposal sites represents less than 2% of the total wastes at each pite,

Eleven sites owned or formerly owned by the Corporation and one leased site are the subject of
separate government proceedings or investigations concerning alleged soil and/or groundwater
contamination. With respect to twelve other environmental matters, the Corporation has been or in
the future. may be asked to contribute to the costs of cleanup,

While the resultz of the proceedings and claims against the Corporation are not presently
determinable, based upon the information presently available, management believes that the amount
of losses that might be sustained from these cases is not likely to materially affect the Corporation's
financial position or operations in the future,

The Corporation believes it is not practical to purchase broad-based linbility coverage for
environmental contamination. It has, however, purchased substantial amounts of insurance in excess of
a deductible, for certain named environmental perils, and has provided reserves to cover estimated
remedial costs. At February 1982 and 1988 the Corporation had reserves for environmental matters of
approximately $9,700,000 and 311,300,000, respectively.

As an industrial chemical distributor and handler of hazardous and potentially hazardous waste
materials, compliance with environmental laws will continue to impact the Corporation’s operations.
For the years 1989 and 1988, the Corporation. spent approximately $2,600,000 and $1,600,000, respec-
tively, relating to environmental matters for elective actions and to comply with federal, state, or local
environmental regulations.

The Corporation had inftiated an arbitration proceeding regarding the final November 1, 1086
purchase price for the net agsets of McKesson Chemical Cao, Dring the year a favorable arbitration
award was received and a final settlement made. Under the terms of the settlement, McKesson
Corporation agreed to adjust the purchase price of the net assets of McKesson Chemical Co., by
48,650,000. This reduced the cash portion of the purchase price of McKesson Chemical Co. from
$76,221.000 (as previously reported by the Registrant in itz Form 8-K Current Report dated Novem-
ber 14, 1986) to $67,571,000. The adjustment included $4,614,000 which had previously been recorded
by the Registrant (See Form 8 amendment to Form 8-K dated January 13, 1987), ‘ -

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None during the fourth quarter of the fiscal year cavered by this report.

g e
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PART 11

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCK-
HOLDER MATTERS

Market Information

Pages 15 and 36 of the Univar Corporation Annual Report to Shareholders for the vear ended
Fehruary 28, 1989 are incorporated herein by reference,

Security Holders
As of February 28, 1989, there were approximately 2,300 shareholders of record.
Dividends

Page 16 of the Univar Corporation Annual Report to Shareholders for the year ended February 28,
1989 is incorporated herein by reference.

ITEM 6. SELECTED FINANCIAL DATA

Page 34 of the Univar Corporation Annual Report to Shareholders for the yéar ended February 28,
1989 is incorporated herein by reference.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Ligquidity, Capital Resources and Results of Operations

Pages 4 throngh 16 of the Univar Corporation Annual Report to Shareholders for the year ended
February 28, 1989 are incorporated herein by reference.

ITEM 8. FINANCIAL STATEMENTS AND SU!_‘!‘LEMENTABY DATA
Financial Statements

Pages 18 through 24 of the Univar Corporation Annual Report to Shareholders for the year ended
February 28, 1989 are incorporated herein by reference.

Selected Quarterly Financial Data

Page 25, Note 4 of the Univar Corporation Annual Report to Shérpholders for the year ended
February 28, 1989 is incorporated herein by reference.

ITEM 9. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None,
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PART II

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF RECISTRANT

Identification of Directors, Identification of Executive Qfﬁws Business Experience and Family
Belationships

The information required of directors of the Corporation by this item is incorporaieﬂ by reference
to the Corporation’s definitive Proxy Staternent which the Corporation will have filed with the
Commission pursuant to Regulation 14A withint 120 days after the close of the fiscal vear.

The information required of executive officers of the Corporation by this item iz included in Part I
of this Form 10-K.

ITEM 1L EXECUTIVE COMPENSATION

Cash Compensation, Bonuses and Deferred Compensation, Compensation Pursuant to Plans, Pension
Table, and Stock Option Plans

The information required by this item is incorporated by reference to the Corporation’s definitive
Proxy Statement which the Corporation will have filed with the Commission pursuant to Regulation
14A within 12¢ days after the close of the fiscal year.

ITEM )2, SECUBITY OWNERSHIF OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Security Ownership of Certain Bm_ﬁcml Owners, Security Qunership of Management, and Changes
in Control .

The information required by Item 12 is incorporated by reference to the Cm-pm-ation’s definitive
Proxy Statement which the Corporation will have filed with the Commission pursuant to Regulation
14A within 120 days after the close of the fiscal year,

ITEM 13. CERTAIN RELATIONSHIE“S AND. RELATED TRANSACTIONS

Transactions with Management and Related Transactions, Certain Business Relationships and Indeb-
edness of Management _
The information required by Item 13 is incorporated by reference to the Corporation’s definitive

Proxy Statement which the Corporation will have filed with the Commission purseant to Regulation
14A within 120 days after the close of the fiscal year.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 5-K
“(a) (1) Financial Statements

. As noted in Pact IT, Item 8§, the following ﬁnancinl statements have been incorporated by
reference from the Corporation's Annual Report to Shareholders for the year ended Febru-

ary 28, 1989,

Annual

dert
Consolidated Statements of INCOME ..o vvnren e e ivrnnnnrnnnrnnns : is
Consolidated Statements of Cash Flows . .. .......oviiiiiiiiinnne. 19
Consolidated Balance Sheet® ......cvvviirirrriririsrrnrsannnnnes 20-21
Consolidated Statements of Shareholders’ Equity ....o0cvvvveeenans 22
Notes to Consolidated Financial Statements . ...................... 23-32
Report of Independent Public Accountants ........... earaeaaeaes 33

(2) Financial Statement Schedules

{a) Selected Quarterly Financial Data (Unaudited) is incorporated herein by reference
from the Corporation’s Annual Report to Shareholders for the year ended February 28, 1989.
This data is shown in Note 4 on page 25 of the Annual Report.

{b) The following financlal schedules are submitted herewith. All other Snancial sched-
ules are efther not applicable or are fully disclosed in the applicable section of the
Corporation’s Annual Report to Shareholders:

Report of Independent Public Accountants—Arthur Andersen & Co.
dated April 21, 1989,

Auditors’ Report—Touche Ross & Co. dated April 7, 1989. -

Schedule II--Contracts Receivable From Related Parties and Employees

Schedule V—Praperty, Plant and Equipment

Schedule VI—Accumulated Depreciation and Amortization of Froperty,
Plant and Equipment |

Schedule VII—Valuation and Qualifying Accounts

Schedule IX--Short-Term Borrowings

(b} Reportz oxt Form 8-K

There have been no reports on Form 8-K filed, or requlred to he ﬁled during the fourth
quarter of the year.

(¢) Exhibits

Exhibits identified in parentheses below, on file with the Securities and Exchange
Commission, are incorporated herein by reference as exhibits herato.

Exhibit
Number ’ Description
3.1  Restated Certificate of Incorporation of the Registrant, as amended August 21,

1987.
32  By-laws of the Registrant, as amended April 29, 1988,
(4) Indenture Agreement betwesn The Bank of California, N.A., and Univar
Corporation (filed with Registration Statement on Form T-3, File No. 22-7691),
(10.1) Univar Corporation 1979 Executive Stock Purchase Agreement, as amended
(filed with Registration Statement on Form 5-3, File No. 33-3033).
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| Exhibit

i Number Deseription
* (10.2) 1981 Stock Option Plan (filed with Registration Statement on Form S-8, Fils
No. 2-98329),

10.3) Agreement and Plan of Distribution, between Univar Corporation and
PENWEST, LTD. for operations spun-off to shareholders of Univar Corporation
common stock as of March 1, 1984 (filed as exhibit 28.3 to Form 8-K dated
March 1, 1984, File No. 1-5858).

(104) Agreement and Plan of Distribution between Univar Corporation and VWR
Corporation, for operations spun-off to shareholders of Univar Corporation
common stock as of March 1, 1986 (filed as exhibit 28.1 to Form 8-K dated
March 1, 1986, File No. 1-5858).

(10.5)  Univar Corporation 1986 Long-Term Incentive Stock Plan (filed with Registra-
tion Statement on Form §-8, File No, 33-08523).

(10.6)  Agreement for Exchange of Capital Stock, dated as of September 19, 1986 (filed
as exhibit 2(i) to Form 8-K dated November 1, 1986, File No, 0-2754).

{(10.7)  Asset Purchase and Sale Agreement, dated as of September 19, 1986 (fled as
exhibit 2(if) to Form 8-K dated November 1, 1986, File No. 0-2754),

(10.8)  First Amendment to Asset Purchase and Sale Agreement, dated as of Octo-
ber 21, 1986 (filed as exhibit 2(iii} to Form 8-K dated November 1, 1986, File
No. 0-2754),

(10.9)  Addendum to Asset Purchase and Sale Agreement, dated as of Qctober 31, 1986
(filed as exhibit 2(iv) to Form 8-K dated November 1, 1986, File No. 0-2754).

(10.10) Standstill Agreement, dated as of September 19, 1986 (flled as exhibit 4(i) to
Form 8-K dated November 1, 1986, File No, 0-2754).

(10.11) Shareholder Agreements relating to change of control of the Corporation with
Messrs. James W. Bernard; Richard E. Engebrecht; M. M. Harris; Curtis P,
Lindley: N. Stewart Rogers; Nat 5. Rogers; Robert §, Rogers; and James H.
Wihaorg, dated as of September 19, 1986 (Bled as exhibit 4(ii) to Form 8-K dated
November 1, 1986, File No, 0-2754}. .

1012 Univar Corporation Supplemental Benefits Plan, dated July 9, 1985.

10.13  Agreements relating to compensation in the event of a change in contral of the

. Corporation between the Corporation and Messrs. James W, Bernard;
N. Stewart Rogers; Albert C. McNeight; and Robert A. Steinseifer, dated as of
March 1, 1986; in addition the Corporation has substantiplly the same agree-
ment with James L. Fletcher, dated as of May 1, 1989.

10.24  Consulting Services Agreement between the Corporation and Mr. James H.
Wiborg, dated as of March 1, 1986.

1015 Retirement Agreement and Noncompetition Agreement between Univar Cor-
peration and Robert A. Steinseifer, as of March 1, 1988,

13 1989 Annual Report to Shareholders of Univar Corporation (not to be deemed
“filed” except with regard to specific sections which have been expressly
incorporated herein by reference).

22 Subsidiaries of Registrant. .

241  Consent of Independent Public Accountants—Arthur Andersen & Co.

242  Consent of Independent Public Accountants—Touche Ross & Co.

25 Power of Atorney,

281  Undertakings.

28.2  Form 11-K Annual Report for the Univar Corporation Stock Purchase Plan.

28.3  Form 11-K Annual Report for the Univar Corporation Unifaver Tax Savings
Investment Plan.

284  Form 11-K Annual Report for the Van Waters & Rogers Ltd./Univar Corpora-
tion Stock Purchase Plan,

10
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"

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly cauzed this report to be signed on its behalf by the undersigned, thereunto duly
authorized. .

UNIVAR CORPORATION

JAMES W. BERNARD
James W. Bernard
President and Chief Executive Officer
Date: May 22, 1989 . (Principal Executive Qffcer)

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been
signed below by the following persons on behalf of the registrant in the capacities and on the dates
indicated.

NICOLAAS SAMSOM
Nicolaas Samsom
Sonior Vice President—
Finanee and Administration
Date: May 22, 1989 {Principal Financial Officer)

GARY E, FRUITT

Cary E. Pruitt

Vice President and Treasucer
Date: May 22, 1989 (Principal Accounting Officer)
DIRECTORS:
JAMES W. BERNARD
H, P. H. CRIJNS

RICHARD E. ENGEBRECHT
MARK W. HOOPER

CURTIS P. LINGLEY
ROBERT S. ROGERS
ANDREW V. SMITH
WILLIAM K. STREET

NICO VAN DER VORM
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'

REPORT OF INDEPENDENT FUBLIC ACCOUNTANTS
Te Univar Corporation:

i We have audited in accordance with generally accepted auditing standards, the consolidated
* financial statements included in Univar Corporation’s annual report to shareholders incorporated by
reference in this Form 10-K, and have {ssued our report thereon dated April 21, 1989, Qur aundit was
made for the purpose 6f forming an opinion on those statements taken as a whole. The schedules listed
in the accompanying index are presented for purposes of complying with the Securities and Exchange.
Commission’s rules and are not part of the basic financial statements. We did not audit the financial
statements of the Corporation’s wholly-owned Canadian subsidiary, which statements reflect total
assets and total revenues constituting approximately 15% of the related consolidated totals, Those
statements were audited by other auditors whose reports thereon have been furnished to us and our
opinion, insofar as it relates to the amounts included for the subsidiary, is based solely on the reports of
the other auditors. The supplemental schedules have been subjected to the auditing procedures
] ‘ applied in the andit of the basic financial statements and, in our opinion, based on our andits and the
| reports of other auditors referred to above, fairly state in all material respects the financial data
required to be set forth therein in relation to the basic fnancial statements taken as a whole.

ARTHUR ANDERSEN & CO.
Seattle, Washington,

April 21, 1989,

5 . AUDITORS’ REPORT

The Shareholder,
Van Waters & Rogers Ltd.

We have examined the consolidated balance sheets of Van Waters & Rogers Ltd. as of Febru-
ary 28, 1989 and February 29, 1988, and the related consolidated statements of income and retained
earnings and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the

accounting records and such other auditing procedures as we considered necessary in the
circumstances,

In our opinion, the consolidated fnancial statements referred ta above present fairly the financial
position of the Company as at February 28, 1989 and February 29, 1988 and the results of its operations
and the changes in its financial position for the years then ended, in accordance with generally
accepted accounting principles applied on 5 consistent hasis,

P T e e g —————

: ' TOUCHE ROSS & CO,
Chartered Accountants

Vancouver, Canada
April 7, 1889,
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SCHEDULE 11
CONTRACTS RECEIVABLE FROM RELATED FARTIES AND EMPLOYEES
| UNIVAR CORFORATION AND SUBSIDIARIES

Balance at Balance ot Balanee st
Fuhruavy I8, 1587 Fnbm:! 0, 1988 Fabruary 28, 1989
Deveription and Name Curremt Noscurreot Addidons Payments Current Noncurrent Additions Payments Current Noncurrent
Employee Stock Purchase Plan— ’
Contracta recalvable, payable quarterly
over three yens through 1952 and
seven annual inztallments thereafter,
cammencing in 1984; interest ot 6%
secured by stock of the Corporation: ’ :
James H. Wiborg ...ooooivniinnen ¥ 46250 3138750 # — § (46,250) 8 46250 8 02500 % — § (46250} % 46,250 § 46,250
Richard E. Engabrecht ,,,,.. .. 27780 £3.250 —  {2%750) 27750 55,500 - (27750} 27,750 27.750
Curtis F, Lindley .. 27,750 83,250 —  {27,750) 27,730 55,500 —  {27,THD} 27.7H0 27,750
M. Stewart Hogers .._,...... .. 24,050 72,150 —  (24050) 24,050 48,100 -~ {24030} 24050 24,050
Robert A, Steingatfer.........000.0 12,950 38,850 —  {12,950) 12050 000 —  (12950) 18850 12,950
$118,750 416350 § — ${138,750) $138,750 $277.500 § — B(I3ETH0) 3138750 4138750
Emplayee Stock Porchase Flan—
Contracts receivable, payable quarterly
over threc years throngh 1988 and
saven annual installmants thereafter,
commencing in 1989; interast at 8%
secured by stock of the Corporatian: ’
Jerold B. Harris . ooovovvcivinainans 333120 3101840 ¥ - — § 33120 5101840 ¥ — ${1055321) & 23,630 & -_
Robert A, Stetnseifer............... 0,936 60,552 —  {79488) — — -_ - - —_
§ 43008 $I7L.M2 % = & _(79.488) § 33,120 301840 ¢ — $(105321) § 28670 § -
13
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SCHEDULE V
PROPERTY, PLANT AND EQUIFPMENT
UNIVAR CORFPORATION AND SUBSIDIARIES

{Thousands of Dollars)
Additions (her Add
Balance at Assets of (Deduct)—Deseribe Balance
. B:fnnlng Additions Company Translation at End
Classiieation Yeur at Cost  Acqul Hetirements  Adj{1) (rher of Year
Year ended February 28, 1989: ‘ : .
Land couvnnn.n. revaeneeeaeaans $14966 $1417 8§ — $ (513) $ 101 $ (7I1)(4) $ 15260
Puildings.......... vrrarcamaannns 50,824 1,285 — (194) 373 1,500 (2) 53,788
Equipment ........... eeeneens 108377 8414 104 (1,299) 482 (10,833)(24) 105,245
Leased property under
capital leazes ..... Chreraiaanes 7.493 — — (1,058) - 123 (4) 6,558
Congtruction in PrOgress. ... ... . 3,299 20,398 —_ — —_ (14,876) BBLl
S $184959 331514 $ 104 $(3064) 3 956 §(24,797)(4) $189.672
" Year ended February 29, 1958: -
Land ......... e rersreeaaeaans L$14146 3 — 3 — § (107) $ 95 & 832 (2) % 14966
Buildings........... e eannanen 52,528 670 - - 408 (2782)(2) 50,824
Equipment ........... prarreeaaas 83,173 13,856 97 (253) 513 10991 (2) 108,377
Leased property un
capital leases .......... correnne 7493 - - — -_ — 7,493
Construction in progress.......... __ 8.081 4,236 —_ — —_ {9.028) 3,200
$165431 §18,762 & _ 97 & (360) $1,016 % 13 (3} 3154,059
Year ended February 28, 1987:
Land .ovvivenneneinnns e $ 7092 0§ — $6920 % (276) & 101 % — $ 14,146
Buildings .....covvivvnnes deranaas 30,724 434 21,010 (107} 44 33 (2) 52,528
Equipment ........... Chrrananaes 37,000 65,208 40,634 {1,692} 539 394 (2) 83173
Leased property under
capital leages .......... parneans 3,989 — 3,504 — —_ —— 7403
Construction in progress.......... 1,553 5,905 970 —_ —_ (427) 8,091
$ 80658 $12.737 475047 $(2.07%) 31074 3 - $165,431

(1) Foreign currency translation adjustments.

(2) Transfer from construction in progress.

(3) Reclassification from other asset accounts. -

(4) Reclassification to other asset accounts, jncluding approximately $17,027 to investments.

{5) The annual provisions for depreciation have been computed principally in accordance with the
following depreciable lives:

Buildings . ........... G . veass 10-50 Years

Equipment ...... . frrremreaan ereres 340 Years

Leased property under capital leases . ..., +++.. Lesser of asset or lease life
14
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SCHEDULE VI

ACCUMVULATED DEPARECIATION AND AMORTIZATION OF
PROPERTY, PLANT AND EQUIPMENT

UNIVAR CORPORATION AND SUBSIDIARIES
{Thousands of Dollars)

Other Changes—-

Add (Deduct)—
Bnlnnu; at  Additions — d‘:m-lbe mﬂﬁ

nning Charged to ton t E.
Classtfication B?Yur‘ Expense  Retirements  Adj.(1) Othar oal' Year
Year ended Fabruary 28, 1989:

Buildings,..........c.covviviiinnnn, 3 9322 § 1507 $ (110} 3117 & 742 (2) 311,668
Equipment ........ocviiviiinnnnnnn, 32,196 11,925 (5a6) . 279 {3,832)(2) 40,012
Leased property under capital leases , . 1,188 266 (449} 1666 (2) 267

31,

$42,706  $13,788 $(L.115) $(1,424)(2) 54,351
Year ended February 29, 1988:
Buildings........................... $ 7060 #1841 3 — $121  §  — $ 9,322
_ Equipment . ... 20,578 11541 (218) 295 — 32106
1 Leased property under capital leases . . 877 311 — _ — 1,188
| 26815 $13693 § (218) $06 3 —  $42.,708
| ==ttt = = —_
| Year ended Fabroary 28, 1987:
Buildings.................cc000e 3 6120 § 1212 3 (84) 3112 5 - $ 7.360
: Equipment ........0cuvvvnninneennis 14,550 6,750 (1,003) 281 - 20,578
Leased property under capital leases . . 655 222 — = BT7
: $21,325 ¥ 85184 $(1.087) $393 3 - $28.815

(1) Fareign currency translation adjustrents.
(2) Reclassification to/from other asset accounts, principally investments.

|
|

15

BRO01680



SCHEDULE VIII
VALUATION AND QUALIFYING ACCOUNTS
UNIVAR CORPORATION AND SUBSIDIARIES

{Thousands of Dollars)
Additiona
Balance at Charged v O Balance
Bneginnlng Costs and  to O ] at End
Dezoription . of Year - Expenses  Accounts  Deductions of Year
Allowance for losses on receivables '
for the year ended:

February. 28, 19'89 .................... $L.777 $1,040 5 — ﬂliml)(E) $1.816
February 2.9, 198 ... .t rsanaaas $1,586 $1,570 ¥ — $(1.379) {2) $L.777

February 28, 1987 .......c.uvvnnnnnnss. $1,200

$1,302  $561(1) $(1477)(2) $1586

(1) Reserves acquired in McKesson Chemical Co, acquisition,
(2) Uncollectible accounts written off, net of recoveries.
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SCHEDULE IX
SHORT-TERM BORROWINGS

UNIVAR CORPORATION AND SUBSIDIARIES
(Thousands of Dollars)

Maximum Averape Weighted
Weighted OAmwnt OAmuuit A 2
Average ubstanding utstanding  Interest Rate
. . Balance st Interest During the Dwring the  During the
- Description End of Year Rate Year Year (3) Yaar (4)

Year ended February 28, 1989:

825000 312,475

Payable to Banks(1) ............ $11,500 10.5% 9.0%

Commercial Paper(2) ........... $25,000 10.0%  $25,000 $25,000 9.3%
Year ended February 20, 1988: -

Payable to Banks(1} ............ $ 2,500 _13%  $21,500 $ 8207 7.6%

Commercial Paper(2) ........... $25.000 _14% $25,000 $25.,000 1.7%
Year ended February 28, 1987

Payable to Banks(I) ......... e 3 6,000 _7.2%  $15200 $ 6,450 6.3%

Commercial Paper(2) ........... $25,000 _6.5% $25,000 $25,000 B8.7%

(1} Notes payable to banks represent borrowings under line of credit borrowing arrangements which
have no termination date but are reviewed annually for. renewal.

(2} Commercial paper generally matures 30-60 day: from date of issue with no provisions for the
extension of its maturity,

(3) The average amount ouistanding during the period was computed by totalling the average
outstanding borrowings for each month and dividing by 12.

(4) The weighted average interest rate during the period was computed by dividing the actual interest
expense by average short-term debt outstanding.
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Effectively meeving our obligation of maximizing shaveholder

value and belping to ensure a safe, clean environment
for generations to come.

Univar

CORPORATION
A Value Growth Company
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Univar Corpovation is a sevvice business
engaged in the distribution of a broad range of
industrial chemicals. It operates through
two subsidiaries, Van Waters & Rogers Inc.

in the United States and |
Van Waters & Rogers Led. in Canada.
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COMPARATIVE HIGHLIGHTS

For the Years Ended Februnry 28/20
(“Operations” and "Financial® amounts in thosands of dolinre) 1982 1988 1987
T T e
Operations _
Sales $1,307 265 $1,117,300 5693279
Income before mxes 33,857 21,436 1,495
Provision for raxes on income 13,884 10,273 783
Net income 19973 11,163 712
Dividends declared 3489 1,737 1434
Per Share
Met mcome 2.27 1.27 a1
Diividends declared ' A0 20 20
Book valuc 13.14 11,08 9.80
Bnancial
Working capital 63,739 67,171 51,201
Current ratio 1.33: 1.40:1 1.36:1
Shareholders' cquity 114 728 96,254 85,068
Inventories 97,532 98,635 77 999
Trade accounts receivable—net 143,845 117,535 103,578
Property, plant and equipment—net 135,321 142 253 136,616
Other
Shareholders at year-end 6,200 a,100 6,066
Employees 2,702 2,546 2453
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PRESIDENT'S LETTER TO SHAREHOLDERS

James W. Bernard, President and Chicf Exscutive Officer

To the Shareholders:

Last year’s annual report emphasized that Univar has
entered a period of great opportuniry, In the fiscal year ended
February 28, 1989, we scized many of these opportunities
and improved our ability to meer the challenges of the furure.
And we did so while generating record carnings,

Net earnings were up 79% o $19.973,000, or §2.27
per share, on sales of $1,307,865,000, a 17% increase. Rerurn
on sharchelders' beginning net equity reached 20. 8% up
from 13.1% for the previous year, .

Sales volurme throughour our operations has grown
significantly over the past three years, moving from ™
5693.279,000 in the fiscal year ended February 28, 1987
(when only a part of the year included the actvities of
McFKesson Chemical Company, which was acquired that
year), to $1,117,309,000 in 1988 and $1 307,865,000 in the
year just ended.

Significantly, gross margins have held steady throughout
this period of sales growth, affording us a rapidly increasing
stream of gross-margin dollars during a period when we were
attaining increased efficiency.

In recognition of the progress being made, the dividend
was doubled from $0.05 to $0.10 per share per quarter,
commencing with the dividend payment of JTune &, 1988.
Subsequent to year-end, on May 3, 1989, the Board of
Directors increascd the quarterly dividend to $0.15 per share
beginning with the dividend which was payablec Junc 6, 1989.

We arc in a fortunate position. The'chemicat industry

is growing, the percentage of its Qurput being sold by dis-

tributors is iicreasing, and we anumpatc: that the number of
distriburors who sharc this increasing volume of busincss will
continue o sheink.

Bur these also are tmes of growing public concern over
the environment and the danger assoclared with misuse or
mishandling of chemicals. Consequently, success in our
business requires the effective balanding of dual responsibili-
tics. Mo longer iz it enough to run a profirable, efficient
business that earns a solid return on shareholder capital. It |

also is essential to do 50 in a safe, environmentally responsible

manner.

—0 . o
The cover of this year’s annual report features a photo-
graph used in a series of advertisings your company is running
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in various trade publications. The text of the ads cxpress our
concern for safety, quality of environment and quality of life.
The photographs, like the one shown on this report, arc a
reminder of why that concern is 50 essential.

A great deal of this report will be given over to deserib-
ing the organizational and operational steps the company has
taken and is raking to ensure thar we remain effective in
meeting our dual obligation of maximizing sharcholder value
and helping to ensure a safe, clean environment for genera-
tions to come,

The public’s increasing expectations for consumer
and environmental protection and for workplace safety are
being expressed in new federal, state and local regulations, as
well as by increasingly strict evaluadon of our performance in
assigning liability for damages ansing out of our customers'
use of the products we sell them.

As a result, we have increascd our educational effort by
delivering to our customers documentation on product and
usage information prepared by the manufacturen, pladng
tighter controls on product specifications, pressing for
additional manufacturer’s technical support, and improving
the quality and safety of our own operations.

While these cfforts are expensive, our sales volume
enables us to spread the costs over our total operations in a
much more efficient way than do most compering distri-
butors.

We also sec increasing numbers of manufacturers who
understand and appreciate the contribution of an effective
independent distriburor, and who are making greater cfforts
ta support us and direct business to us, These manufacturers
are clearly aware that it is in their best interests to rely on
distributors with substantial financial and technical capacity,
and who have first-class storage and transportation facilities.

The time has passed when a local manager in the
chemical distribution business can be expected to provide
cffective sales leadership #z4 maintain cxpertisc and tight
control in the environmental, regulatory, dara processing and
operational functions of the business, To assist these manag-
ers, at year-end we announced a series of organizational
changes which recognize the company’s increasing size and
dramatically changed business. Also, in preparation for the in-
stallation of our new computer system beginning next fall,

certain administrative and accounting funcrions in the 1.8,
arc being centralized into three regional offices. Vancouver,
B.C. will remain the comparable office for our Canadian
opcrations,

At fiscal year end, four ncw Scnior Vice Presidents, each
responsible for a defined group of functions, were appointed.
The newly elected officers are: Bevan A. Cates, Scnior Vice
President — Marketing, Sales and Material Management;
Dick A. Davis, Senior Vice President — Operations; James L.
Elercher, Senior Vice President — Environmental and Corpo-
raie Affairs: and Nicolzas Samsom, Senior Vice President —
Finance and Administradon.

These officers, together with N. Stewart Rogers, Serior
Vice President since 1971, and A.C. McNeight, Vice Presi-
dent of Univar and President of Van Waters & Rogers Lid.
since 1985, constitute the rop management group that
reports to me. The Management Discussion and Analysis that
follows examines subjects of particular importance in cach of
their areas of responsibility.

In closing, I would like to repeat the thanks I gave to
Vice Chairman M.M. Harris at last year's annual meeting,
Mr. Harris retired from the Board of Directors in December
after reaching our policy retirement age. During his 55 years
of service to the company, be earned the respect and friend-
ship of people throughout the company and our industry. His
unique contribution has been honored with his election as
Director Emeritus,

We have again seen substantial change in the year just
completed. Many employees have been affected by these
changes, which often involved considerable personal sacrifice.
However, their enthusiasm for accomplishing the task at hand

‘hag made possible the outstanding results for this year and has

provided a base for continned future success. T take this
opportunity to thank each of them for their outstanding
performance.,

Sincerely,

m@d)@mg

Jamecs W. Bernard
President and Chief Executive Officer
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MANAGEMENT DISCUSSION AND ANATYSIS

The success of Univar wnd its subsidinrics is predicated on how well the company is able to meet its responsibilsties both to
shareholders and to the communities we sevve (including our suppliers, customers, employees and neighbors). The Management
Discnssion and Analysis which follows is presented from the pevspectives of the varions areas of vesponsibility of our six senior officers,

and facuses an the steps being taken to enswre thut these responsibilities are fully met.

Bevan A. Cates, Senior Vice President ~ Marketing, Sales, Matcrial Management

The three-year period ending February 28, 1989 was
one of record performance by almost any measure. Sales,
earrings, and return on shareholders’' equity were up signifi-
cantly, as detailed on page 2 of this report. Gross margin
percentage throughout this three-year period of growth has
held substantially steady, at 14.4% in 198% and 14.9% in 1988
and 1987, The percentage for the current year was reduced
due to a slight shift in our mix of business to a higher propor-
tion of carload business which carries lower gross marging
with correspondingly lower expenses.

Both chemical industry output and the percentage of
that output being sold through distributors are increasing,
and we have been successful in capturing a larger share of that
growing market. These wends resulted in every area office of
Van Waters 8c Roger: Inc. attaining increased operating
earnings last year.

The three-year period also has seen major increases in
our ability to scrvice our customers’ requirements. The
addidon of such services as national account contracting,
ChemCate™, and clectronic data interchange for “papetless”

computer-to-computer transactions are all services thar
enlarge our opportunities to serve our customer base profita-
bly, These initiatives have been suceessful because, in every -
casc, they offer solutions to customers’ problems,

As an example, ChemCare was started at the beginning
of the 1988 /89 fiscal year and is expecred to be generating
revenues at an anoualized rate of approximately $14,000,000
by the end of the year ending February 28, 1990, This pro-
gram, which provides our U.S. customers with reliable and
competent collection and disposifon of the chemical waste
they generate, greatly simplifies the complex regulatory
paperwork associated with hazardous waste management.
Chem{Care has been received nationwide with great enthu-
siasm,

The support we are receiving from our suppliers con-
tinues to grow. They are anxious to support distributors
who have the wili, the financial capaciry, and the rechrical
capability needed to maintain their operanons within the
requirements of a rapidly ¢scalating and changing regulatory
environment.
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This support takes such forms as addidonal technical
support for our sales force, cooperation during periods of
product shortages, financial and legal suppott in the defense
of certain product liability claims, and help in both setting
technical standards and assisting us in the internal audit of the
quality and safcty of our operations.

As an outside sales represenative, Ken Lambertson spends a lot
of time on-site at customers’ aperations, purting bis knowledge of
chemicals and the oil and gas industry to work for them.

In December 1988, we strengthened our natignal capa-
biliries in the sale of pest-control chemicals by acquiring the
domestic distribution operations of a leading manufactarer of
these items, Southern Mill Creek Products Co., Inc., head-
quartered in Tampa, Florida. The transaction will add ap-
proximately $30 million of annual sales volume in products
sold for control of termites, ants, cockroaches, and various
turf insects. Our total national sales of these products now
approach $100 million per year, making us the leading
participant in this highly specialized and tightly regufated
market,

Bavbara Wilhoit bas spent ber 35-year career at
VWerR in Kansar City providing knowledgeable and
belpful sevvice to our customers.

In support of our existing markets, we continue to
develop cur national accounts program, and have now
formed groups of industry specialists within our general sales
force. The rarger industries for these specialists include
coatings and ink; chemical compounding; food, pharmaceut-
cals, and cosmetics manufacturers; and the clectronics indus-
try. Each of these industries is a substantial user of chemicals,
and the technical informarion chat we are able to obtain as a
result of our national contacts is a resource for our customers
in solving problems in their producdon facilitics.

Increased emphasis on sales training has also contrib-
uted to success in our sales cffort, During the year we
cxpanded our capacity to produce and deliver training
materials by adding qualified professionals to our staff who
have the capability to develop and present training programs
targeted at sales and management development. We also have
developed training materials and programs for operations
personnel and customers.

As senior buyer in Denver, Brad Murphy plays a pivotal rol
in creating satisfied customers and supplicrs.

The new organizational structure announced at year-
end will concentrate the policy-making portion of our
supplier relationships ar the corporate level, and will allow us
to define and pursue our objectives in a way that was not
possible when negotiatons were diffused across scores of local
offices, As a result, we se¢ a continuaton of the trend toward
fewer but much stronger supplier /distributor relationships,
with increasing emphasis on mutual cooperation to better
scrve target markets profirably.

We believe that our Van Waters & Rogers Inc. opera-
tions constitute the premiere service and sales conduit
available in the U.S. between multi-product seflets and users
of industrial chemigals,
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Nicolaas Samsom, Senioy Vice President -~ Finance and Administration

To prepare for future growth of the company, early in
1988 we began design of 2 major new management informa-
tion systern, completing its conceptual design in mid-summer
of that year, 'The characreristics of the planned system were
developed in large part by an internal operating committee,
which drew talented people from all facets of the business to
ensure that the new system will be responsive to existing and
firture operating requirements. Working within these require-
ments, accounting and control systems were incorporated
into the plan,

The resule should be an operating and management tool
that will keep us at the forefront of technology while provid-
ing better management information, Because the system is
operationally aricnied, it should provide both customers and
suppliers with a host of special service capabilities, including
easy clectronic dara interchange, lot tracking, bar coding and
product recall capabitities. These kinds of services, combined
with the efficiencies available through automated transaction
handling, will provide us with the capacity ro maintain our

competitive advantage and antomnatically do much of the
paperwork and reporting required by an increasingly complex
accumulation of regulations applying to our product lines.

Installation of the new system will commence in late
1989 on an area-by-area basis, and it will be complered in the
summer of 1990, Two packages of enhancements to the basic
system are currently planned for installation in the latter half
of 1990 and in 1991.

During the development stage, most costs relating o
the new system have been capitalized into the project. Once
the installation begins, computer system costs will be signifi-
cant but will be offset by new cfficiencies in our operations,
better working capiral management, climinarion of excess
computing costs associared with our current system, and an
ability to handle substantially larger transaction volumes with
minimal increases in cost,
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To prepare for installation of the new centralized
system, the administrative organization for 1.5, operations
was rcaligned with the creation of three administrative zones
providing accountng, regulatory and other administrative
setvices to the sales and marketing regions. This realignment
will enhance consistency and control in eur accounting and
administrative procedures. Headquartered in Bellevue,
Washington; Oak Brook, Illinois; and Spartanburg, South
Carolina, the zone administrative offices report to corporate
headquarters in Seatte,

(Lo R) Carol Johnson, Sharen Baron and Bernice Wishiowics
bring long experience and considerable kmow-bow to sccounts
payable for the Central zone office.,

We also anticipate thar within the nexr 24 months we
will move the company’s cotporate headquarters from our
present offices, where we have outgrown available space and
now occupy parts of several floors. Although the new location
has not yer been selected, we expect to be able to acquirg
space that will allow for improved efficiency and internal
communication,

The realignment of responsibilities has required reas-
signment of some employces and the addition of others. Your
Corporation's affirmative action plan codifies our commit-
mene to equal employment opportunity, and ensures that
employment openings are being filled fairly.

During the year just passed, the percentage of gross
margin dollars devored to gencral and administrative expenses
in the U.S. wag 36%, comparcd to 36% in the preceding year
and 38% in the year ended February 28, 1987 - g year not

B

Dick Fischer, field sales rep based in Atlanta, knows the
importance of keeping customers bappy in person and by phone.

really comparable because of the heavy acquisition expenses
included in that period. However, we belicve that the changes
we are making now will give us the opportunity to reduce
these costs as a percentage of gross margin dollars,

Total operating cxpenses during the past three-year
period have increased in dollar terms from $96,733,000 in
1987 to $137,589,000 in 1988 and $145,560,000 in 1989,
During this same period, operating expenscs as a percentage
of sales have declined from 14.0% ro 12.3% to 11.1%. Increased
business activity and higher cmployment costs impacted the
dollar changes. The percentage decline reflects some of the
benefits we foresaw two and one-half years ago, at the time of
the McKesson Chemical Co. acquisition.

Margic Windsor (R) in Chattanoaga helped make sure
Untvar’s new compuier system meets the needs of nsers
across the U.S. — and the’s belped train people, including
Priscella Penningron, on bow o use st
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The demand for the safe, consistently responsible use of
chemicals has increased dramatically in the last ten years, trig-
pered by increased recognition of the impact their misuse can
have on health and the environment.

Our task in the chemical distribution business is to
respond to these increascd requirements for safety and quality
in our handling of chemicals which can be dangerous under
certain specific circumstances (rue even of such prosaic items
as salt and water, both of which we sell), but which are
requisites of our modern society.

Over the past two ycars, we have centralized the re-
sponsibility for understanding and complying with a rapidly
expanding body of federal, state and local regulations. This
responsibility is now discharged at Univar with a central envi-
rgnmental staff which includes engineers, chemists, attomeys,
traffic /transportation /warehousing experts, and specialists in
training. Represcntatives of the operations staff are positioned
in each of the four regions of the U.S. to apply this body of
knowledge to our daily business activities.

This new centralized management structure is needed
to provide consistent quality control, and to disserninats to
ficld management the most current information relative to
the legal and technical developments related to chemical
handling.

i

Dick A. Davis, Senior Vice President — Operations

We arc engaged in an education ess, passing along
to our employees, our customers, and the public, the techni-
cal and regulatory knowledge that our specialized staff
assembles. We believe that this process is the most cffective
way of accomplishing an optimum risk/reward relationship in
the use of our products, while providing our custorers with a
service which will make us a preferred source for their require-
ments.

A few examples of the many information-sharing
projects undertaken in the past year include:

u The training of 30 Phoenix, Arizona, firemen in
chlorine emergency response;

w Development and prescntadon of 2 cwo-day seminar -
in Columbus, Ohio, on chemical emergency response, with
200 participants from the fire and law enforcement agencies
of Frankiin County;

» Widespread partcipation by cmployecs in emergency
response planning commictees and similar organizations;

a Development of a computer controlled system which
automatically produces and delivers to the customer a Mare-
rial Safety Data Sheet (MSDS) the first time a customer
orders a product, and with each subsequent change in the
MSDS,

s Under the auspices of the Superfund Amendments
and Reauthorization Act of 1986, we have offered city and
statc governments and emergency response ageneies the
product information data base that drives the MSDS
prograrm.
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ChemCare™ is quickly becoming an important service
of our business. Developed and launched by the operations
staff, ChemCare offers 2 method for Van Waters & Rogers
Inc. to improve the overall stewardship of chemical products.
We make it easy for industrial and commercial users of
chemicals to properly dispose of spent products or to process
waste streams, using financially, technically and legally
qualified contractors for ransportation and waste manage-
ment. The contractual, audit and control systems applicable
to ChemCare are administered by the operations department,

Tony LaCaze (L) and Jamss Bailey in Houston
make sure arders ave complete and paperwork is accurate
before any shipment leaves VWErR.

As a means of ensuring that rransportation of our
products on public highways is handled by competent,
responsible carriers, we have insdtuted a rigorous process of
identfying the best carniers for our business. The first pare of
this review has been completed, and a list of approved carriers
— those which possess adequare insurance and are properly
licensed by state and /or federal agencics — has been issued
to all of our 1.5, offices, Further sclection criteria will focus
on the carriers” financial stability, management practices,
service performance, and their ability to operate safily.

Our own trucking operation, which consists of approxi-
mately 1,200 units, is used primarily to move products from
our warchouses to our customers. During the past year, a task
force of emplayees who are experts in transportation was
formed to review the operations of this fleer. In addition to
the many improved operating practices that were developed
as a resule of this study, we are now exploring the use of new
technology, including on-board compurers and truck routing
systems to improve the productivity and qualiry of our fleet so

as to enbance customer service in the fumre.

One result of this review was the development of stan-
dardized specifications for our trucks, tractors, trailers and
forklifts, These specifications will guarantee consistent quality
within the fleet, and will offer substantial savings in purchase
price and subsequent maintenance.

In conjuncton with the computer development efforr
described carlier in this report, the operations departrnent, has
designed several warchouse management improvements
which will be available with the introduction of the new
computer system. Among the most significant of these will be
the provision for coding of products — an enhancement
which will increase productivity while further reducing the
chance of human error in working with complex chernical
names,

The engincering department, which designs and
builds most of our plants, has provided us with the best
facilities to date in the chemical distribution business. To keep
us on the leading edge of new design technology, we are -
utilizing addidonal internal expertise as well as ourside
consultants in the review of plans to meer stricter safety and
environmental standards.

Bill Scott makes sure bulk liguid chemicals are received, stored,
loaded and delivered safely to customers in the Phoenix aren,

We expect to complete & new distribution facilicy now
under construcdon at Omaha, MNebraska, in the summer, and
soon will be breaking ground for a smal! facility in Helena,
Montana. Diesigns are on the drawing board for a ware-
house/office expansion at Tampa, Florida, and for new
facilides in Winnipeg,, Manitoba; Montreal, Quebec; Windsor,
Ontario and Lafayette, Lounisiana.

Construction costs will be provided by a combination
of available debt capacity and internal cash flow. With depte-
ciation currently running at approximately $14,000,000 per
year, we expect to be able to cover this normal replacement
and betterment of facilitics on an ongoing basis without
financial strain.
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James L. Fletcher, Senior Vice President — Envivonmental and Corporate Affairs

The Environmentat and Corporate Affairs department
was established to consolidate and coordinate the Corpora-
tion's efforts relating to the environment, legal issues, rcal
property transactions and public relarions, and to provide
management support for acquisitions and other such corpo-
rate rransacrions.

Univar's policy of safety and environmental affairs states
in pact: “Univar is committed to conducting its operations so
as to minimize risk ro the safery and health of employees,
custemcrs, the public and the natural environment.” Accom-
plishment of this very important objective requires a high
level of employee awareness and education relating to such
areas as technical product knowledge, proper safery proce-
dures, and correct product handling, packaging, labeling and
transportation, combined with an overall quality control
program designed to ensure excellence in the work place.

While part of this effort is centered in the operations
funcrion, one of the most important functions of the Envi-
ronmental and Corporate Affairs group is to provide aware-
ness and understanding of the varous rules and regulatdons
under which the company operates, as well as the pardeular
application of their requirements to our actvities. This

demands an extremely close interacton between a number of
different areas of the Corporation, all working together to
build appropriate safcguards into operating procedures 3o as
to ensure that they are technically and legally of the highest
quality levels.

Such a coordinated effort also benefits the Corpora-
tion’s insurance program, which involves the use of substan-
tial deductibles payable by the Corporation before covered
clairns are payable by the tnsurance carriers.

Claims cicher not covered by insurance or subject to the
deductible are charged back to operating units, and can have
substantial adverse cffects on employee compensation. The
internal legal staff, operating under the Envirormmental and
Corporate Affairs group, has responsibility for managing these
uninsured losses, and is therefore able ro provide substantial
input as co whar additional training, education or precaurion-
ary procedures scem appropriate to reinforee the concept of
an t:rmr-frcc Qpcmtion,

If an indident or accident should occur in spite of our
efforts to ensure thar safe operating conditions are main-
tained, the Environmental and Corporare Affairs department
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will oversee any required response action, including prelimi-
Aary investigations, remedial investigations, and /or feasibility
studies. The department will work with the appropriate
governmental agencies that may have oversight responsibilicy,
as well as with cngincering, consulting or legal experts thar
may be needed to fully and completely address the issues that
confront the Corporation.

There also may be some instances in which the Corpo-
ration has property and legally disposed of unusable product
at disposal facilities in the past, only to find that today those
facilitics arc under the auspices of @ Superfund cleanup. Here
again, the Corporate and Environmental Affairs deparrment
will work not ouly with the designated governmental agency
oversceing cleanup of the site, bur also will coordinate with
other legally responsible parties in an efforr to reach a prompt
and fair resolurion.

Emergency respanse preparedness was put to the test in

San Jose when (L to R) Dennis Prober, Ron Haydel,
Eernando Cucvas, Joe Spatafore, Mike Rboades and
Carl Raynor belped the California Highway Patrol deal
with a commaon corvier’s chemical spill,

In addition to these functions, Univar’s Environmental
and Corporate Affairs group will be tnvolved in negotiations
with various agencies in connection with the issuance of
environmental permits required for the operations of our
business.

The department also plays a major role in the acquisi-
tion or disposition of real propertv or Jusiness operations.
These types of wansactions have been complicated greatly in
recent years because of the increased risk the curreng owner or
operator faces for liabilities associated with prior environ-
mental or other types of problems, which cannor E.;._Qm

pletely identificd at the tme the transaction is complered. A
—_——

myriad of newly enacred state laws affeer, -
F_il:)_l:ls, some even to the degree of prohibiting transfer of
property until all environmental issues have been fully ad-
dressed. Complete understanding and compliance with these
laws is a_very complex and difficult task since Univar currently
has more than 100 chemical distribution facilitics throughout
the 1.8, and Canada, and s acquiring new locations and
expanding cxisting facilities on an ongoing basis,

Bill Crutcher started with the company 33 years ago as o sales
trainee. His dedication and high level of sevvice have not gone
unnoticed: he now is area manager for Indianapolis.

Relationships with supplicrs and customers are critical
for any company, but espectally 20 for a distributor of indus-
trial chemicals. The Corporation’s agreements with its
suppliers and customers define the rights and responsibilitics
under which we acquire our products and subsequently
distribute thern to our customers. Our legal staff, working
with the sales and merchandising group, provides consistency
in the form of these arrangements to ensure that Univar is not
cxposed to risks that rightfully belong to either the producer
or user of the products we distribute.

The department also coordinates contacts with outside
legal counsel and manages the internal legal scaff.

While the Corporation faces increasing challenges, we
feel that the newly created department of Environmental and
Corporate Affairs will gready help Univar sustain its reputa-
tion as & good corporate citizen, and will facilizare its policy of
protecting the health and safety of its employees, customers,
the public and the natural environment,
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In the fiscal year ended February 28, 1989, our chemical
distribution activities in Canada continued a pattern of
successfisl growth, as Van Waters & Rogers Ltd. produced
record resules for the second consceutive year.

Expressed in Canadian dollars, sales increased to
$236,076,000, up 19% from $197,879,000 in the prior year,
and up 38% from the $170,930,000 in the year ended
February 28, 1987, Gross margins for these three years held
approximately steady at 13.5%, i4.1%, and 13.5% respecdvely,
although the addition of agricultural chemical distribution
volume acquired in 1987 tended to depress the most recent
year's percentage rate of gross margin. Total cxpenses (¢x-
cluding taxes) for the past three years have increased with
natural growth in the business and with additional cfforts in
areas such as environmental protection, qualiry coatrol and
safety, all of which have received special attention,

Albert C. McNeight, Viee President, Univar; President, Van Waters @ Rogers Led,

Pre-tax carnings in U.5. dollars were $8,925,000,
$6,600,000 and $4,256,000 for 1989, 1988 and 1987,
respectively. The increases reflect the effects of substantial
sales growth, a decline in opérating expenscs as @ percentage
of sales, and the strengrhening of the Canadian dollar.

While nor a portion of r&_porl:cd earnings, it should also
be noted thar during the past year Univar sharcholders re-
ceived the benefit of an increase in value of the Canadian
dollar, which was the equivaleat of approximatcly $0.83 U.S.
at fiscal year end, compared to $0.79 U.S and $0.75 U.S.in
1988 and 1987, respecrively.

The Canadian cconomy was sirong throughou the
year, and past periods” investments in organization and service
capability have provided excelient returns. All areas of the
Canadian company participated in our development of record
carnings for the vear, and we feel optimistic regarding the
upceming months,

gy
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The Free Trade Agreement berween the U.S. and
Canada, ratified during 1988, should be beneficial wo our
business. We believe that it will tend o further stimulate the
Canadian economy, and thac it will provide opportunities for
more cooperation with the U5, operations of Van Waters &
Rogers Inc.

Suran Tves has made VWER, Led. & well-known entity in
British Columbia throngh her commitment to service on the job
and ber involvement in business oxganizations such as
the Chamber of Commerce.

The year just ended was our first full year of awner-
ship of the operations of King-Agri, an agricultural chermical
distoibutor operating in the prairic provinces. Acquired mid-
1987, King-Agri’s operations added significantly to our
earnings, and supplemented our industral chemical activites
in Manitoba and Saskatchewan to a level that now allows us
to plan for new officc, warehouse and tank farm operations in
Winnipeg. To handie the growth that we project, plans also
arc being drawn for a new facility in Montreal and for our
first company-owned office and warchouse in Windsor,
Ontario, where we have historically operated out of public
warchouses.

To continue our growth and maximize the opportuni-

ties we sec developing, we are implementing a new organiza-

rional structure. In May 1988, Paul Hough, who has been
with the company for 29 years, was elecred Vice President
with responsibility for Western Canada. Subsequent to year-
cnd, Hans Walsger, a 30-year employee, was named Viee
President=Eastern Canada, with parallel responsibilines for
Canadian offices cast of Winnipeg.

Our growth has reached the point where we now plan
o appoint industry specialists within the sales foree who will
lead our efforts to bring improved support and value — and
added services — to our suppliers and custormers in specific
targeted industries,

Nick Rutigliano, warchouse foreman tn Vanconver, has
broughr innevation to cach posirion be bas beld
in bis 32 years with the company.

This year’s operations included a major effort to ¢nsure

full compliance with a rapidly growing body of safery and
environmental regulations. We are currently a leader in this
cffort and intend to remain in that posidon. Having borne a
considerable amount of one-time expense related to safery

and environmental issues duning the past year, we anticipate a

leveling off of this expense load in the coming years.

" ______________________________________________________________ ]
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N. Stewart Ragers, Sendor Vice President

In concluding rhis Management Discussion and Analy-
sis, and in keeping with the emphasis on long-term develop-
ment and profitability that has been a consistent tenet of the
directors and management of Univar, it is helpful to look
back at where we have been over the last threc years, and also
to ook forward at our objectives.

Three years ago Univar had just completed the tax-free
spin-off of all of its acrivitics not direetly involved in chemical
distribution, This wansaction reduced the size of the company
by approximately half, taking net cquity to $45,000,000, and
lcaving ongoing sales at a rarc of approximately
$550,000,000 per year. However, it also allowed complete
concentration on the increasingly complex problems of
caping with the expanding regulation of chemical products,
new theories of product liability, the absence of availability of
many kinds of insurance, and increasing demand for the
broad disscmination of technigal and health-related informa-
tion to all parts of the public that might use or be exposed w
chemicals.

Within weeks after the spin-off, we were engaged in
ncgotiations which ultimarely led to the acquisition of the
assers of MeKesson Chemical Co., and to the imroduction of
Pakhoed Holding N.V. as a major sharcholder in exchange
for providing a subsrantial part of the acquisition financing.

This acquisition more than doubled our TLS. rate of
sales and, adding the MeKesson Chemical Co. sales volume
from the November 1, 1984 acquisition date, brought total
sales volume for the fiscal year ended February 28, 1987 to
$693,279,000. Profitability suffered in the fourth quarter of
that ycar as we incurred major acquisidon-related expenses
and provided reserves for addifional one-time expenses that
woukd occur in the consolidation of the two operations.
These one-time charges produced a substantial loss in the
fourth quarter of the fiscal year ended February 28, 1987 and
reduced carnings for that year to $712,000, or $0.11 per
share, :

In the fiscal year ended February 1988, our major
concerns were the developrnent of consolidated internal
control and accounting systems and the maintenance of our
service capabilities 50 as 1o preserve the sales momentum of
the two businesses as they went through the physical consoli-
dation process. While expensive, these efforts were successful,
and sales volume that year grew to $1,117,209,000.

A major review of the environmental status of each of
our facilities was undertaken, and reserves were established to
recognize these and other environmental exposures. Although
total charges to earnings during the year for these reserves
were $6,000,000, carnings increased o $11,163,000, or
$1.27 per share, for the fiscal year ended February 29, 1988,
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In the most recent year, emphasis shifted o intemal op-
erations and to a major tightening of Hability control, envi-
ronmental protection, and safety and quality control. While
these efforts represented an increased level of expense,
charges for environmental reserves and expenses dropped to a
more normal rate. As can be seen from the accompanying
chart of quarterly earnings {on page 16), the results were dra-
marically improved exrnings, which were also bolstered by
continuing good business conditions. The continued success
of new sales and marketing programs, combined with good
business conditions, increased consolidated sales to
$1,307,865,000. Toral carnings rose to $19,973,000, or
$2.27 per share. Increased sales reflect acrual volume in-
creases of approximately 9% combined with the effect of
general price increases of approximartely 8%, to yvield a 17%
increase in sales dollars from the prior year.

SALES AND GROSS MARGIN
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Higher average borrowing costs during the last two
years, and particularly in the most recent year, resulted in 2n
increase of approximately $1,100,000 in interest costs over
the prior year and $5,200,000 over rwo years ago.

Interese on borrowed capiral, although increasing in
dollar terms, has declined as a percentage of sales dollars, Met
earnings and cash flow have allowed us to reduce our rotal
interest-bearing debt to equity ratio to .98:1 at February 28,
1989 from 1.23:1 ar February 28, 1987, Anticipating increas-
ing interest rates, the Corporation entered into a seven-year
fixed rate term loan at 9.84% during the first part of the vear,
The rransaction had the effece of limiting the Corporation's
exposure to further interest rate increases and capping the
interest paymenrs associated wich $20,000,000 in capital, In
additon, this freed up additional excess barrowing capizal
under existing revolving credit agreements.

As discussed in last vear's annual repore, we continue o
have a substantial volume of excess capiral not actively
employed in the business, When redeployed, this capital will
allow us to further reduce borrowing levels and associated
interest costs. Principal among these itemns are a pareel of land
in Southern California, purchased during the most recent year
as the sire for a new and evpanded Los Angeles facility, and a
distriburion facilicy in Drallas, Texas. As discussed in the
fourth quarter report, we anticipate selling the Los Angeles
propetry during the coming year. In addition, several othef
excess facilities are available for future sale.

STOCK PRICE
(v grareer, in dolinrs)
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Cash flow from operations for the current year was
$23,301,000 as compared to $26,0$5,000 and $13,254,000
for 1988 and 1987, respectively. This flow was substantially
impacted by increased net income and depreciation during
the past rwo years.

The Corpeoration has maintained existing credit facilities
in excess of current requirements, These eredit facilities,
combined with cash flow from operations and the proceeds
from the sale and disposal of excess capital will, in manage-
ment's opinion, provide adequate funding for the anticipated
short and long-term growth requirements of the Corpora-
rion's balance sheer.

The investment community has acknowledged the prog-
ress made in this three-year period, and the price of Univar
shares has risen consistently, with the exception of a short,
steep decline immediately following the October 1987 market
collapse. Ar February 28, 1989, the closing price of Univar
shares on the New York Stock Exchange was $25.25, com-
pared o a closing price approximarely three years earlier of
$9.88 — an increase of 156%. During this same periad of
tirne, the Dow Jones Industrial Average increased from 1,819
to 2,258, 2 24% increase.

m
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The increase in Univar share price was driven in large
part by the increasing return on cquity, That return (meas-
ured against beginning equity) rose from its Jow of 1.6% in
1987, to 13.1% in fiscal year ended 1988, and o 20 8% in the
year just ended. During the same period, net equiry of the
corporation has risen from the beginning point of
545,000,000, or $8.03 per share, to $114,728,000, or
$13.14 per share,
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Simultancously, our balance sheet has improved in the
ranios by which we judge our progress, and at Fcbruary 28,
1989, all major ¢lements of our financial skatement were well
within target ranges,

Allin all, we have experienced three years of exceptional
Progress.

Reflecring this progress, the $0.05 per share per quarter
dividend set at the time of the 1986 spin-off of VWR, Corpo-

. ration was doubled to $0.10 effective with the dividend paid
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June &, 1988, Based on their confidence in the continued
strong performance of the company, on May 3, 1989 the
Board of Directors increased the quarterly dividend rate to
$0.15 per share, beginning with the dividend payable June 6,
1939,

Dividend rates, which had been deliberately kepr low
during the past three years, are reviewed regularly. The
financial propress reported here has given the directors en-
hanced flexibility in setting dividend payout rates.

NET BARNINGS PER SHARE
(by guareer, in doliarg)
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The financial figures are, however, only the resudt of
whar has been accomplished in developing a more efficient
and focused organization. We have achicved many of the
bencfics of increased size, and have becn able to do so
without sacrificing a clear view of our standards and our
goals. _

Looking to the future, we scc continuing opportunity
to earn an improved share of our growing market. Qur capac-
ity to respond accuratcly and promptly to the demands of our
customers will be enhanced by new management information
systems due for installation this year, by improved and
broadencd training programs, and by the combinadon of the
best of rwo corporate cultures, each of which is contributing
to our increased ability to solve problems for both our
customers and suppliers.

On the assumption that the U.5. cconomy will remain
relatively stable, enabling us to continue to build on our past
three years' accomplishments in improving cfficiency and
increasing our market share, we look forward to another
increase in earnings in the coming year.
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j CONSOLIDATED STATEMENTS OF INCOME

i'. For the Years Ended February 28/2% (Thowsands of dollars, except per goare dpta) 1989 1948 1987
T ——— ve—
[ Sales $1.307 865 $1.117,309 5693279
I Cost of Sales ) 1,120,139 960,464 589.904
! Gros Margin ‘ 187,726 166,845 103,375
‘: mem;w E},Prm‘:.f 145,560 137,589 96,733
E Income from Operations 42,166 29256 6,642

Orber Income (Expense):

| Interest on borrowed capital (Note 1) (11,443) (10,315) (6,198)
Gain {loss) on sale of assers (152) 526 {147)
Other—ner 3,286 1,969 1,193
Income Before Provision for Taxes on Income 33,857 . 21,436 1495
Provision for Teexes on Income (Notes § & 8) ‘ 13,834 " 10273 783
Net Income £ 19973 $ 11,63 § 712

A N i
t

Net Income per Share (Note 1) 5 227 3 1.27 $ A1

TN 32090902 sl 0 0 S

The accompanying notes are an intggral past of thee satements,

m
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R
CONSOLIDATED STATEMENTS OF CASH FLOWS

Kor the Yewrd Ended Febrnary 28/29 (Thosnsands of dollnrs) 1989 1988 1987

Cash Flows Provided (Used) by Qperating Activities

Net income 519973 %£11,163 3 712
Adjustments to reconcile net income to
net cash provided (used) by operting acrivities:

Depreciadon and amoruzadon 13,733 13,693 3,184
Deferred taxes on income 1,703 (2,743) (2,202)
Deferred Liabilides and credits {1,657} 2,752 3,665
Other—ner (82} 415 163
Change in assets and Liabilities, net of cffect of businesses acquired ‘
Accounts receivable (22,601) (13,957} 18,081
Inventories 5 504 (20,636) 3,314
Accounts payable 684 22,152 {4,351)
Other current assets—net 1.174 921 135
Orher current iabiliies—rner 4815 12,305 (14,447)
Net Cash Provided (Used) by Operating Actvities 23,301 26,065 13254
Cash Flows Provided (Used) by Investing Activitizs
Proceeds from invesements 2,748 1,188 5,668
Payment for purchase of real propertics held for sale and invesrments {15241} (3,465} (549)
Addidons to property, plant and equipment-—nct {9,563) (17,745) (10,953)
Acquisition of business (3,533 — (76,200)
Change in other assets 305 (189 383
Met Cash Provided (Used) by Investng Actvities {25,284) {20,211) (B1,651)
Cash Flows Provided (Used) by Finaneing Activities
Short-term borrowing—net 8,982 (3.645) 784 !
Exercise of stock options 115 64 —
Long-term debt incurred 20,000 15,397 60,049
Reduction in long-term debt (31,918) (2,823) (22,404)
Payment of dividends (3,051) (1,737) {1434)
Proceeds from isstance of common stock . - — 25434
Purchase of treasury stock — — (640)
Net Cash Provided (Used) by Financing Actvities {5,872) 7,256 61,789
Net Increase (Decrease) in Cash (7,855) 13,110 (6,608)
Cash (bank checks outstanding less cash in bank) at beginning of year—net 6,641 (5,469) 139
Cash (Bank Checks Qutstanding Less Cash in Bank) at End of Year-—net $(1,214) $ 6,641 $(6,469)
— e T —
Supplemental disclosure of cash flow mformation
Cash paid during the year for:
Interest (ner of capitalized interest) : 310,638 $10,323 § 5976
Income taxes 13,115 8,019 1,985

The micomprrying notes ave as integrad part of thee statomenty,
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[ ]
CONSOLIDATED BALANCE SHEETS

Felrrwary 28720 (Thosands of dollnrs) [0 1988
- - L — " " T
Aszsets
Current Asets
Cash $ 7455 § 6,641
Receivables—
Trade aceounts less allowance for losses of $1,800 in 1989 and 1988) 143,845 117,535
Other 3,132 11,035
Inventories {Note 2) 975032 98 635
Prepaid expenses and other assets 2,691 BIZ
Total current asscts 259,655 234,664
Real Properties Held for Sale and Long-Term Receivables (Note 3) 33,671 16,410
Property, Plant and Eguipment{Nores 1, 3 8 10)
Land 15,260 14966
Buildings 53,788 50,824
Equipment 105,245 108,377
Leased property under capitaf lcases 6,558 7493
Construcon in progress 8821 3,269
189,672 184959
Less accrmulated depreciation 54,351 42,706
Ner property, plant and equipment 135,321 142,253
Orher Assets 2,781 1,340
%431 428 $394.667

[ BT T L —

Tl accompanying notes ave an integral pare of these satonnanes.
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1ogg 1938
e ——— e ———— —
Liabifities and Shareholders’ Equity
Current Linhilities
Bank checks outstanding less cash in bank § 8.609 § -
Motes payable (Note 9) 11,777 2,795
Current portion of long-term debt 2464 2,787
Accounts payable 14{1463 134,980
Accrued payroll and other liabilides 32543 26,9231
Total current Liabilites 195916 167,493
. Lomg-Term Debt, less current portion (Notes 3,9, 10 & 12) 103432 115,350
Defesved Trems :
Deferred tanes on income (Notes 1 & 8) 817 {886}
Orther deferred liabilites and credics (Notes 1 & 12) 16,535 16,456
Total deforred items 17,352 15,570
Commitmenis and Contingencies(Notes 10 & 12)
Sharcholders’ Equiry (Notes 1 & 5) :
Preferved stock, no par value, authorized 750,000 shares — —
Common stock, par value $.33-1 /3 per share
Authorzed-—14.000,000 shares
Tssued—10,059 251 shares in 1989 and 10,028,074 shares in 1988 3,354 3.343
Addidonal paid-in capital 42,059 41 470
Renined earnings 78,938 62 454
Cumuladive translation adjustment 1,311 (224)
Treasury stock, ar cost, 1,329,143 shares in 1989 and 1,340,518 shares in 1988 (10,055) (10,135) o
Deferred stock compensation expense L {879) {654)
Toral sharcholders' equity 114,728 96,254
5431 428 5394667
. T T T —

R ———
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Dterred Tital
For thy Thyee Yems Ended Additional Cuimulative Srock Share
Fefirpnry 28, 1989 Cmnmon Payd-in Retained Transtation Treasnry Comprnsacion holiers*
{Thonsaurds of dollars) ‘ Srogk Capital Enrigs Adfustment Stock Expense Eguizy
ik 2 T 0 T T T I
Balance, February 28, 1936 $2,298 51,729 553,750 $(3,275) 5 (9,502) $ — & 45000
MNee income - —_ 712 — —_ — 712
Acquisition of
McKesson Chemical Co.
(3,053,000 shares) 1,018 38,862 — — — — 39,880
Purchase of 50,100
shares treasury stock — — — — {6441) — (640)
Cash dividends declared ar
§.20 per share — — {1,434) — — — {1,434)
Stock awards (74,259 shares) 24 787 — — — (811) —
. Forcign currency :
translation adjustrnent — — - 1,467 e — 1,467
Dieferred stock
COmpensation expense — — — ' — — 83 a3
Balance, February 28, 1987 3,340 41 378 53,028 {1,308) {10,142) {728) 85,068
Met income — — 11,163 — — — 11,1563
Exercise of stock options 2 55 — — 7 — 64
Stock awards (1,900 sharcs) 1 37 . — —_ —_ (38) —
Cash dividends declared ar
$.20 per share —_ — (1,737} - —_ — {1,737)
Foreign currency ‘
39 translation adjustment —_ -— —_ 1,584 — —_ 1,584
- Defeerred stock
COMpensation expense — — — — — 112 112
Balance, Felruniy 29, 1988 3,343 41 470 62 454 (224) (10,13%) (654) 96,254
MNer income — — 192973 — — — 19973
Exercise of stock optons — a5 — — 40 — 115
Seock awards (32,374 shares) 11 554 —_ . — {H65) —_
Cash dividends declared at '
$.40 per share — —— (3,489) - - - (3.489)
Forcign currency
translation adjustment — — — 1,535 -— - 1,535
Deferred stock
compensaion expense — — e —_— —_ 340 240
Balance, Felruary 28, 1989 53,354 42,009 $78.935 51,311 F10,055) (8793 5114728

LGN I I 0 IS R T "

The acemuprnying notys are gn integrel part of these gatanonis,

i
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1
Summary of Aceounting Policies

Principles ol Consolidation

The conselidated financial statements inelude the accounts of the Corporation and all sigriticant subsidiarics.
Intercompany balances and transacrions have been eliminaced.

Translation of Canadian Currency

The accounts of the Canadian subsidiary ar¢ translated in accordance with Staternent of Financial Accounting
Standards No. 52, which requires that forcign currency assers and liabilitics be translated using the exchange rates in
effece ar the balance sheet date. Resulis of operations are translated using the average cxchange rates prevailing
throughout the period. The effects of unrealized exchange rate fluctuatons on wansladng foreign currency assers
and liabilides tie ULS, dollars are accumulated as the cumulative translation adjustment in sharcholders” equiry,
Realized guins and losses from foreign currency transacdons are included in net incomc for the period.

Property, Plant & Equipmant

Expenditures for property, plant and equipment and for renewals and betterments which extend the orginally
estimated cconomic lives of asscts are capitalized at the related cost. Expenditures for maintenance, repairs and other
renewals are charged to expense. The Corporation™ property aceounts are maintained, for the most pare, in multple
asset accounts. In the case of normal disposidons, the cost of property sold or retired is removed from the property
account and charged to accumulated depreciation and no gain or loss is recorded. In the case of significant disposi-
tons, gain or loss is recognized.

For financial reporting purposes, depreciation has been provided wsing the straight-line method over the
estimated useful lives of the refated assets. For income tax purposes, depreciation on certain asscts is computed using
accelerarcd methods.

In accordance with Statements of Financial Accounting Standards No. 34 and 62, interest coses have been
capicalized on major constructon projects while in propress. Interest costs of $738,000, nonc, and $75,000 for
fiscal years 1989, 1988 and 1987, respectively, have been capitalized in the cost of new facilies.

]
o F)

Selt-Insurance Reserves

"The Corporation retains certain exposures in its insurance plan under various deductble or self-insured
programs, Reserves for claims made are recorded at estirnated costs as current liabilies, Reserves for estmated
claims incurred but not yet reported are recorded as deferred credits.

Income Taxes

Incoms taxes are provided for all items included in the consalidated statements of income regardiess of the
period when such iterns will be deductible for tax purposes. The principal dming differences between financial and
X reporting arise from depreciation, self-insurance reserves and environmeneal reserves, Investment tax credits have
been recogrized under the flow-through method, as a tax reduction in the year in which they became avaitable.

Accumulated undistributed earnings after taxes for the Canadian subsidiary srmounted to approximately
$35,800,000 at February 28, 1989, No provision for Canadian withholding or United States federal income taxes is
neeessary, a3 it is management’s intenton that dividends will be paid only under eircumstances which will not
generate additonal ner rax cost.

Eamings Per Share
Eamings per commeon share are based on the weighted average number of shares outstanding during each year

(8,801,710 for 1989, 8,764,343 for 1988, and 6,686,885 for 1987). There is no material dilution due to outstand-
ing stock optons.
Statement of Cash Flows

The Corporaton considers cash on hand, cerdficates of deposit and short-term marketable securites as cash for
purposes of the stacemens of cast flows. The effect of changes in foreign cxchange rates on cash balances is not

significant, Certain reclassifications have been made o the prior years® amounts to conform to the carrent years
presentabon.
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Note 2
Inventories

Inventories consist prinarily of finished goods. The method of valuation of inventories ar balance sheet dates
was as follows:

(Thunperds of dollnrs) 19409 1988

T T
Ar Cost (last+in, first-out method) $79.256 382,661
At Lower of Cost or Market (average cost method) 18,276 15,974
$97 532 398,635
L ]

If the invenroties valued on the LIFO method had been valued at first-in, first-out (FIFQ)) costs, they would
have been $22,035,000 and $14 465,000 higher than reported at February 28, 1989 and February 29, 1988,
respectively,

Noe 3
Long-Terms Debt and Revolving Credit Agreement

The long-term debt of the Corporadon and its subsidiaries at balance sheet dates was as follows:

{Thnsgeends of dodiars) 1989 1988
—— T Ee—
Coid Senior Debr .
Industrial revenuce bonds, 72% of bank’s prime, secured by
certain real property, payable in installments to 1994 § 8400 § 9450
Industrial revenue bonds, 9.13 1o 11.15%, secured by certain
real property, payable in insallments to 1993 3,150 3,600
Industrial revenue bonds, 6.25 to 7.25%, sccured by certain
real property, payable in installments to §998 2,500 2,625
; | Revolving credit agreement 30,000 60,000
il Term eredit agreement, 9.84%, unsecured, payable in equal
i annual installments from 1991 1o 1995 20,000 -
o Reclassified short-term debt (Note 9) 25,000 25,000
; Other 890 747
H Subordinated Debt
;] 9.75% subordinated sinking fund debentures, payable in installments
ﬂ to 1999, ner of unamordzed debenture discount 2,197 2,342
il Subordinated note, at prime rate, secured by certain real property, payable
5 in installments of $200,000 per year with balance due in 1991 7.740 7040

) Capitalized Lease Obligations
L‘ 5.09 to 11.75%, sceured by certin real property, payable in monthly

ii instaliments to 2017 6,019 6,433
r 105,896 118,137
e Less current pordon 24064 2,787
' Net long-term debe $103,432 $115,350

L I ]
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Manuritics of long-term debt for the fiscal years ending 19911994 are a5 follows:

1991 13,034 ;
1992 5,357 i
1993 5,381
1994 5,192 ?

In conneetion with certain incustrial revenue bonds, funds rotalling approximately $500,000 at Febroary 28,
1989 are invested through a trustee, restricted for use in specific construction projects, and are induded in real ;
propexties held for sale and fong-term receivables on the balance sheet. i

Through a revolving credit agreement with a group of banks, the Corporation and its subsidiary, Van Waters
& Rogers Inc., may borrow up to $95,000,000 st prime rate, certificatc of deposit rate plus 7,/8% or LIROR. plus
7 /8%, at the Corporation’s option. The commitment reduces by $10,000,000 on March 1, 1990 and 1991, and
expires on December 31, 1993. The agreement also requires collected balances of 5% on outstanding balances, or
the payment of fees in lien thereof, and fees of 2/8% on unused commitments.

The long-term debt instraments include provisions specifying minimum current rato, tangible net worth,
debt/rangible net worth ratios and net tangible assets,/deber rafos. Under the most restrictive of the financial ratios, ‘
the Corporation’s tangible net worth cannot be less than $77,000,000. ]

VWR. Corporation, in connection with its spin-off on February 28, 1986, continues to guarantee approxi-
marcly $7,740,000 of the Corporaton’s subordinated long-term debt,

Note 4 ;

Luwarterly Financial Data {(Unaudited) i

‘ Firw Seeond Thizd Fourth a

{Thowsands of dollars, cxece per share Aaea ) Charter Quartr Quarzer COnarter !
—""‘—““_‘_—_""'-"———""—“

1988/1989
Salcs $323.973 $339,419 $328 843 5315 630 i
Gross Margin 45,308 47919 47 966 46,533 ‘
MerIncome 4,070 6,042 5212 4649
Net Income Per Share 46 69 59 53

1987/1988 :
Sales $275,146 $285,173 $284.307 $272 683 }
Gross Margin 41,799 44 515 42 415 38,116 -
Net Income 2769 3,611 2,254 2,529 ;
Mer Income Per Share 32 41 26 29 L

1986/1987
Sales $133.495 $134,583 $173 464 $251,737
Gross Margin 19,129 19,346 25,808 39,092
HNet Income (Loss) 382 319 1,040 (1,029)

Ner Income (Loss) Per Share , £7 06 16 (.12)
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Noee 5
Stock Optioms and Restricted Stock Awards

The Corporation’s Stock Option Plan adopted in 1982 provides for the granting of options to officers of key
employees to purchase Common Stock. For incentive stock optons the option price cannot be less than the fair
roarket value of the Common Stock at the date of grant. Non-qualified stock oprions may be granted at less than
the fair marker value of the Common Stock, Options become cxercisable at the rate of 20 percent per year
beginning two years after the dare of grant, and cxpire ten years after the date of grant, The maximum number of
shares available for issuance under the Plan is 122,464

The Corporation’s 1986 Long-Term Incengve Siock Plan provides for the granting to officers and key
employees of non-qualified stock options, incentive stock options, and restricted stock awards. The terms of grant
for non-qualified and incentive options arc similar to the 1982 Plan; however, options may be exercisable as deter-
mined by the committee of the Board which administers the Plan. Restricted Stock Awards (R5As) may be granted
or soid to key employees for not less than the aggregate par value of the shates covered by the award. RS5As may not
be sold or otherwise disposed of during the established resicoon period. The maximum number of shares available
for issuance under the Plan is 350,000.
| \ Diuging the year the Corporation granted Restricted Stock Awards (RSAs) of 32,374 shares of stock to certain
L key employees pursuant 1o the 1986 Long-Term Incentive Stock Plan. The marker price at the date of grant was
$17.44 per share. As of the date of grant the fair market value of these stock awards totalled approximarely
E $565 000 which amount has been deferred and, along with the remaining deferred pordon of RSAs issued in prior
i years, is being amortized to operations over a six year period. At February 28, 1989 unamortized deferred stock
,, compensation expense of approximatcly $879,000 is classified as such in the cquity section of the balance sheer,

F The committee of the Board of Directors which administers the Plans may, at its discretion, determine the
‘ number of shares, the purchase price, applicable vesting periods, and any other terms of each option or award.
Options and awards include provision for aceeleradion of such applicable vesting periods in the event of certain
transactions which may result in a change of controf of the Corporaton.

Under the 1982 and 1986 Plans, 3 total of 13,155 and 122 949 shares werc available for grant, respectively, at
February 28, 1989, :

The following tablc summarizes activity in the Flans:

Number of Shares
Availzble
Restricted for Futurs
Under Stock T Oprige or
Oprion Awards Award Price Range
e e R ki
Outstanding, March 1, 1987 172,967 74,259 225238  $7.62-511.81
Granted 1900 1,900 (3,800) 19.94
: Exercised (7,267) — - 10.09
ﬁ Outstanding, February 29, 1988 167,600 76,159 221,438 7.62-10.94
Granted 67919 32,374 (100,293) 17.44
!_l Exercised (13,292) .- — 7.62-11.81
5‘ Cancelled or expired (12,297} (2,662) 14959 8.38- 17.44
i Ouistanding, February 28, 1989 209,930 105,871 136,104 7.62-19.94
Exereisable at February 28, 1989 51,191

T Lo —t=
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Note o
Pension Plans

The Corporaton and its subsidiaries have pension plans covering substantially all employees, exchuding those
employees covered by unions which operate plans independent of the Corporation or its subsidiaries, Non-union
domesdc pension benefits are based on years of credited service and highest five year average compensation, Contr-
butions to the plan are bagsed on the Projected Unit Credit achuarial funding method and are limired to amounrs thar
are currcntly deductible for tax purposes. Contributions are intended to provide for benefies amributed to service to
date and benefits cxpected to be carned during the plan year based on projected final average compensation,

Effective March 1, 1987, the provisions of Staternent of Financial Accounting Standards Mo. 87, “Employers’
Accounting for Pensions,” were adopred, with respect to the domestic pension plan, with no significant impart on
fiscal year 1988 pension expense. Toral pension expense (excluding union-sponsored collectively bargained plans)
was $1,878,000, $972,000 and $270,00H) in fiscal years 1989, 1988 and 1987, respecuvely.

The following table sers forth the domestic plan’s fanded status and amounts recognized in the Corporation’s
consolidated balance sheets at February 28 /29:

{Tharsands of dollars) 1089 1988

Actuaial present value of benefit obligations

Vested 523,685 $21,567
Monvested 359 665
Accowmmlated bencfi obligation $24 544 §22.232
L L]
Projected benefic obligaton $31,736 $29.024
Plan assers at fur value (28,392) {25,622)
Projected bencfit obligation in excess of plan assets 3,344 3,402 n
Unrecopnized net transiion obligation (422) (455) :
~ Unrecognized net loss (1,252) (1,871)
Accrued pension cost, inchsded in accrued liabilities in the Company’s
consolidated balance sheet ¥ 1,670 $ 1076
] L]

Net domestic pension expense includes the following components:

{Thoxsands of detlars) 1989 1988
| L]
Service cost (benefits earned during the fiscal year) 51,250 .3 962
Interest cost on projected benefic obligadon 2,916 2,380
Acrual revarn on plan assers (3,132) (571)
Mer amortzation and deferral 610 (1,965)
MNet domestic pension expense ‘ 51,644 § 806
—— T

The weighted average discount raee, the rate of increase in fature compensation levels, and the expected long-
term rate of return on plan assets used in determining the actuarial present value of the projected benefit obligation
a5 of March 1, 1989 and 1988 were 10%, 6% and 10%, respectively. The expected long-term rate of return on plan
assets was 10% for 1987, The market value of asscts, which consist primarily of cash equivalents and equity securitics,
is as reported by the mustee bank serving the pension plan.

Certain employees are covered under union-sponsored collectively bargained defined benefit plans, Expenses
for ehese plans were $607,000 in 1989, $496,000 in 1988 and $429,000 in 1987, as derermined in accordance with
negotiated labor contracts.
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L Provisions of the Mult-Employer Pension Amendments Act of 1980 require participating employers o
: assumne a proportionate share of a muld-employer plan's unfunded vested benefits in the event of withdrawal from or
* terminadon of such plan. Informaton conceming the Corporaton’s share of unfunded vested benefits is not
; available from plan administrators. Provisions of the Act may have the effect of increasing the level of conuibutions
in funure years,

Non-union employees of the Company’s Canadian subsidiary arc covered by a pension plan. Commendng in
1990, the Company will be required to adopt certain accountng changes regarding its Canadian plan under FASE
) Statement Mo. 87, However, the Conpany has net determined the impact, if any, of such changes. Plan assets
exceed the actuarially computed vested benefits of the plan ar December 31, 1988 and 1987, Pension expense
under the Canadian plan was approximately $234.000 in 1989, $166,000 in 1988 and none in 1987,

Note 7
COrher Retivement Benefits

The Corporation provides certain medical benefits to pensioners and survivors. Substantially all of the Corpo-
rtion’s employees may become eligible for those benefits if they reach retrement age while siifl working for the Cor-
poraton. The cost of retiree and survivor medical benefits is recognized as expense as clairns are paid. The program
went into effect on Ocrober 1, 1986 and costs under the program were not significant for 1989, 1933 or 1987,

Noie 8
Income Taxes

Income before pravision for taxes on income for the years ended Febmary 28 /29 comprised the following:

(Thissands of dollars) 1980 1088 1987
T I
Domestc 524932 $14.836 $(2,761)
Foreign 8925 6,600 4,256
$33,857 321,436 $ 1495
L T — L]

Provision for taxes on income consisted of the following:

{Thuusnnds of dollars) 1930 1988 1987
L] N
Currenr—
Federa . 3 6,639 $ 6929 $1.235
State and loeal 1,573 2,035 198
Foreign 4111 3,342 1972
12,323 12,306 3,405
Deferred—
Federal 1292 (1917) (2.229)
Srare and local 413 {44) {415)
Foreign (144) T (72) 22
1561 (2,033) (2,622)
Total provision for taxes on income $13.884 510273 § 783
™ v
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Deferred income taxes result from tming differences in the recognition of certain iterns for income tax and

financial statement purposes. The sources of these differences 2nd the tax effect of cach for the vears ended February
28729 were as follows:

{Thonsands of dollars) 1989 1088 1987
" T— "
Depreciation 51,176 $ 1,843 3 996
Self-ingurance reserves 136 (826) 461
Environmental reserves 649 (2,361) (1,691)
Acquisition basis allocations-—nct (844) — (2,406)
Inventory valuation {181} {545) —
Software developrment 616 — —
Other—net 9 (144) 18
Total deferred provision 31,561 $(2,033) 5(2,622)
____“_‘_"_“__——__"—_

The accompanying financial statements reflect effective tax rates of 41.0% in 1989, 47 9% in |988, and 52 4% in
1987. An analysis of the differences between these rates and the Federal statutory rate is sct forth below:

1989 1988 1087

{Thorusands of dollars) Amnnt Pocrmt Amonnt Pereene Amiowns Peveens

__“
Fedleral Tax at statutory rate 11511 34.0% 8§ 8146  38.0% $687 46.0%
Srate taxes, ret of federal vax benefic 1,311 30 1234 58 (117) {7.8)
Rate differental for forcign income 932 28 762 3.6 36 24
Investnent tax credit—net — —_ — — 4 2
Other—ner 130 0.3 131 05 173 ll.6

$13.884 41.0%  $10273 479% 3783 52.4%
e ™ e —

Federal income tax retums of the Corporation have been audited by the Intermal Revenue Scrvice and settled
through February 28, 1981, ‘

In Decernber 1987, the FASB issued Statement No. 96, “Accounting for Income Taxcs™ (“Sraternent
No. 96™}, adepting the liability method of accounting for deferred income taxes. In December 1988, the FASR
extended final implementaton of that pronouncement by one year. Statement No. 96 must be adopted by the
Corporation no later than the fiscal year ending February 28, 1991. Under the provisions of Statement No. 96, the
Corporation may recognize the impacts of adoption by recording the prior years' cumulative effect of the new rules
entirely in the year of adoption or by restating all financial statements presented. While the Corporation currently
dogs not expect that adoption of Statement No. 96 wiil significantly impacr the amount of eamings retsined in the
business, deferred taxes will have to be adjusted to reflect federal income tax rates in cffoct at the fime of adopton
and to give effect to temporary differences for which no deferred taxes had been previously provided,

Note @
Notes Payable

As of February 28, 1989, the Corporation had regular domestic and foreign short-term lines of credit of
$30,000,000 with loans against these bank lines of $11,777,000. In addition, the Corporation had $25,000,000 of
commercial paper outstanding. The approximate average aggregate short-term borrowing and weighred average
shott-term interest costs were $37,475 000 and 9.2% in 1989, $32,297 000 and 7.7% in 1988 and $31 450,000

|
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and 6.6% in 1987, 'The maximumn amount of short-term borrowing during the year was 550,000,000 in 1989,
$46,500,000 in 1988 and $40,200,000 in 1987,

At February 28, 1989, 525,000,000 of commercia) paper borrowing was reclissified o long-term debt, based
upon available refinancing throngh the revolving credit agreement.

To compensate its banks for the availability of shott-term and long-term credir, the Corporation has informal
agreements to maintain average cash balances varying up to 5% of the available credit, or [n certain cases to pay fees in
lieu thereof.

Note 1)
Leases

Rental expense was approsdmately $6,613,000, $5,554 000 and $5.167,000 for 1989, 1988 and 1987, re-
spectively. The Corporation and its subsidiaries occupy some leased premises and lease some other equipment.
Leases that qualify as capital leases, a3 defined in Statement of Financial Accountdng Standards MNo. 13, have been
capitalized. The amount of such capiratized leases indluded in property, plant and equipment and the relared
accurnmatated amorazation was $6,558,000 and $2,671,000 in 19892, and $7,493,000 and $1,188,000 in 1988,
Lease amortizaton is included in depreciation expense.

Furure minimum lease payments as of February 28, 1989 under capital leases and non-canceltable operating,
Jeases, having initial lease terms of more than one year, are as follows:

Tenrs Ending Februnry 28/20 Capital Operacing
(Thoesands of dollars) Leases Leaees
LI |
h 1990 § 8065 % 6,073
1951 202 3,828
1992 802 1,663
1993 ‘ 789 1,391
1994 725 1,053
Thereafter 6,596 1,317
Total minimurn lease payments 10,519 §15,325
L
Less amounts representing inkerest 4,500
Present valug of ner minimum lease payments 36,019
b}

The present value of the net capital lease payments is presented in the Febmary 28, 1989 balance sheet as long-
werm debt. '

Note 11
Acquisition

On Decemnber 5, 1988, the Corporation’s United Srates subsidiary acquired the assets and certain labilities of
the domestc pest contro! chemical diseributon business of Southern Mill Creek Products Co., Ine. (SMCP), a
subsidiary of Crompton & Knowles Corporation, for approximarely $3,500,000 in cash. In connecton with the
acquisition, the Corporation received assets with a fair value of approximatcly $8,400,000 and assumed certain fixed
fabilines rotalling approximately $4,900,000.

“nm
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The acquisifion was accotmnted for as a purchase. The preliminary net assers are included in the agcompanying
consolidated balance shect at values representing an alfocadon of the purchase cost to such ner assets, which approxi-
mate market valuation, pending final determination of the fair value of the ner assets acquired. 1f the domestic pest
control chemical distribution of SMCP had been acquired at the beginning of the fiscal year, the effect on per share
results of operations for the year ended February 28, 1989 would not bave been significant,

On August 1, 1987, the Corporation’s Canadian subsidiary acquired all of the outstanding shares of King
Agri-Serve Inc., an agricultural chemical distributer with operations in Canada, for approximately $375.000 in cash
and a §375,000 note, payable over three years. Cerrain additional consideraton to King Agri-Serve Ing. sharchold-
ers may be required depending upon the future performance of those operadons. In the opinion of management,
the amount of such additional consideration, if any, would not be significant to the Corporation’s financial condi-
tion. The acquisition was accounted for as a purchase and resulted in acquired goodwill of approximately $750,000.
King Agni-Serve Inc. continues 1o be operted as a wholly-owned subsidiary of the Corporation’s Canadian subsidi-
ary. If King Agri-Serve had been acquired at the beginning of the fiscal year, the effect on per share results of
operations for the year ended February 29, 1988 would not have been significant.

Effective November 1, 1986, Univar Corporation acquired substantially all of the assets, subject to certain
ligbilities, of McKesson Chemical Co., one of the leading national dismibutors of industrial chemicals, for approxi-
raately $67.000,000. Funding was provided through the issuance of 3,053,000 shares of Univar commeon stack and
$1,000,000 in cash to Pakhoed Holding NV, of Rotterdarn in exchange for all of the carstanding stock of a i
Pakhocd subsidiary, capiralized by Pakhoed with $26,000,000 in cash and holding an asset purchase contract for the
assees of McKesson Chemical Co. This acquisition was accounted for by the purchase method. MeKesson Chemical
Co.’s net assets are included in the accompanying consolidated balance sheet at valucs representing an allocation of
the purchase cost to such net assets, which approximated but did not exceed market valuation, Operating results of
McKesson Chemical Co. from November 1, 1986 have been included in the consclidared statements of incorne
from that dare forward,

Note 12
Litigarion and Contingencics

The Corporation is involved i various contractual, warranty and public Eabilivy cases and claims which arc :
considered normal to the Corporation's business. The liabilides for injuries to persons or property are gencrally |
covered by liability insurance and the deductble portion of the lisbilities, where applicable, has been accrued in these
financial starements,

Univar and refared enrities have baen named as “potentally responsible parties” relative to cleanup costs
associated with twenty-one separate waste disposal or waste recycling sites which are the subject of separate investiga-
tons ar proceedings concerning alleged soil and /or groundwater pollution. On many of these sites, the Corpora-
tion could rechnically be Liable for the total costs of cleanup under the prindple of joint and several Liability, How- !
ever, with respect to gach site, numerous other companics are similarly identified and a5 a practcal mateer most of
them will share in the cleannp costs, In all of these cases, the Corporadon is a “small generator™ in that the Corpora-
tion’s volumne of waste delivered to the disposal sites represeres less than 2% of the total wastes at each site.

Eleven sites owned or formerly owned by the Corporation and one leased site are the subject of separate gov-
ernment progeedings or investigaitons concerning alleged soil and /or groundwater contamination. With respect to
twelve other environmental matters, the Corporation has been or in the future may be asked to contabure w the
costs of cleanup.

While the resules of the praceedings and claims against the Corporation are not presently determinable, based
upon the information presently available, mapagement believes that the amount of losses that might be sustained
from these cases is not likely to matesially affect the Corporation’s finandial position or operations.

The Corporation believes it is not practical ro purchase broad-based liability coverage for environmental con-
tamination. Tt has, however, purchased substantial amounts of insurance in excess of 3 deductible for certain named
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environmental perils, and has provided reserves (o cover estimated remedial costs of carrently known environmental
matrers. Ar February 1989 and 1988 the Corporaton had reserves for environmental matters of approximacely
$9.700,000 and $11 300,000, respectively.

As an industrial chemical dismibutor and handler of hazardous and potentially hazardous waste materials, com-
pliance with environmental laws will continue to impact the Corporation’s operatons. For the years 1989 and 1988,
the Corporation spent approximatcly $2,600,000 and $1,600,000, respectively, relating to environmental matters
for elective actions and to comply with federal, state or local environmental regulations.

Effective February 28, 1986, the Corporation distribured all of the outstanding stock of VWR. Corporation to
its sharcholders. The Corporation remains contngentdy liable for approximately $1,500,000 of VWR Corporation '
debe which carrics Univar's guarantee and is secured by VWR, property, plant and equipment. |

Effective March 1, 1984, the Corporation distributed all outstanding stock of PENWEST, LTD, 1o its share-
holders. The Corporation remains contingently liable for approximately $5,500,000 of FEMWEST debt which
carrics Univar’s guarantee and is secured by PENWEST property, plant and equipment.

Nowe 13
Industry Segment Information

Univar Corporation operates in only onc industry scgment {chemical distribution) in both the United States
and Canada. Foreign operations in Canada, included in the consolidated statements for fiscal years 1989, 1988 and
1987, had sales of $194,102,000, $150,646,000 and $123,924,000; operating income of $8,252.000, $6,364,000
and $4.258 000; identifiable assets of $65,396,000, $57,222,000 and $43,044,000; depreciation and amortization
expense of $1,054,000, 51,000,000 and $981,000; and capital expenditures of $2,882,000, $699,000 and
$503,000, respectively. ‘

e e R
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MANAGEMENT RESPONSIBILITY FOR FINANCIAL DATA

The management of Univar Corporation has prepared and is responsibic for the integrity and faimess of the
financial starements and orher financial informarion presested in this annual repors, Fhe statements have been
prepared in accordance with generally accepred accoundng principles and, to the cxtent appropriate, include
arnounts based on management’s judgment and /or estimares. In order to discharge its responsibilites for these
financial sttements and information, management maintaing accounting systems and related intermnal controls.

‘These conwols are designed to provide reasonable assurance tha rransactions are propery authorized and recorded,
thag assers are safeguarded, and that financial records are reliably maintained. The concept of reasonable assurance,
however, incorporates an acknowledgment that the cost of a control system must be related to the benefits derived,

Univar menitors the effectiveness of and compliance with its control systems through a full tre internal audir
program, Arthur Andersen & Co., a5 a part of reaching its opinion, reviews the programs and coverage undertaken
by the internal audic group. "

Management has reviewed the recommendations of both the internal auditors and of Arthur Andersen & Co.,
and has responded in what we believe to be appropriate and cost effective ways.

The Audit Comminee of the Board of Directors, which is composed solely of outside directors, meets periodically
with management and with the infemal and independent auditors to review the quality of Anancial reporting, the
operation and development of the intemal control systems, and the results of internal and independent auditors.

The independent anditors and also the internal auditors each negnudarly meet with the Audic Cormmittes without
the presence of any other partes.

Nicolaas Samsom Gary E. Pruits

Sendor Vice President— Vice President and Treasurer
Finance and Administration (Chief Accounting Officer)
(Chief Finandal Officer)

April 21,1989

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders of Univar Corporation:

We have audited the consolidated batance sheets of Univar Corporation (a Delaware corporation) and subsidi-
atics at February 28, 1982 and February 29, 1988, and the related consolidated statements of income, sharcholders®
equity and cash flows for each of the three years in the period ended February 28, 1989, These financial statements
are the responsibility of the Corparation’s management, Cur responsibility is to express an opinion on these finandal
statements based on our audits. We did not andit the financial statements of the Corporation’s wholly-owned
Canadian subsidiary, which statements reflect total assets and wortal revenucs constinnting approximately 15% of the
redated consolidated totals. Those statements were audited by other andirors whose report has been fumnished to us,
and our opinion, insofar as it relares to the amounts induded for the subsidiary, is based solely on the report of the
otlier auditors.

We conducted onr audits in accordance with generally accepted auditing standards, Those standards require
that we plan and perform the audir to obtain reasonable assurance about whether the financial sratements are free of
materal misstatemnent. An zudit incdudes examining, on a test basis, evidence supporting the amounts and disclo-
sures in the financial statements. An audit also includes assessing the accounung principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentaton. We belicve that
our audits and the report of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of other auditors, the consolidated financial sttements
referved to above present fairly, in all material respects, the financial posidon of Univar Corporation and subsidiarics :
at February 28, 1989 and February 29, 1988, and the consolidated results of its operations and cash flows for the
years then ended, all in conformiry with generally accepted accounting principhes.

P e

Seartle, Washingron Avrthur Andevien @ Co,
April 21, 1989

w
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FIVE-YEAR FINANCIAL SUMMARY
For the Fiscal Tears Ended Febraary 28/29
{Thownnds of dofiars, excepe per have dan) 1989 1988 19320 188604 19850
e B e S T S
Sules $1.307 865 $1,117,309 $693,279 538,388 3546905
Cost of sales 1,120,139 950,404 589,904 458 297 470,223
Gross margin 187,726 166,845 103,375 80,091 76,682
Operating expenses 145,560 137,580 96,733 68,745 67,553
Income from operatons 42,166 29,256 6,642 11,346 9,129
Interest expense {11,443) (10,315) {6,198} {6,019} (8,241)
Orher income—net 31534 2495 1,051 1,252 14,394
Income before provision for taxes 33,857 21,436 1,495 6,579 15,282
Provision for taxes 13.884 10273 783 2.320 £247
Mer income from continuing operations 19,973 11,163 712 4,259 10,035
Net income from comparies distributed s - — 6,391 5,775
Met income 5 19973 $ 1,163 § 72 $ 10,650 % 15,810
_—____ﬁ

Weighted average common shares cutstanding 8,802 8,764 G687 5,615 5,544
Met income per share from

continuing operations $ 227 5 1.27 3 o1l § 076 5 181
MNet income per share from .

companics distributed — —_ — 1.14 1.04
Mer income per share 3 227 3 127 $ o011 £ 190 § 285

T T Y Y S—

Contimuing operations only:

"y Cash dividends declared per sharc $ 0.40 5 ¢.20 § 020 5 o032 § 043
_ Toral asscts 431428 394,667 346,555 186,976 190,952
Total debt 117,673 120,932 111,634 65,819 68 895
Long-term debt 103432 115,350 102,776 59401 . 56540
Working capital 63,739 67,17 51,201 30,783 32,494
Shareholders” equity 114,728 96,254 85,068 45,000 43,373
Book value per share 13.14 11.08 9.80 8.03 7.73

Rerurn on beginning equity 20.8% 13.1% 1.6% 9.8% 27 6%

t#  Raflects neguisiion of MoKeon Chermical Co. effective Nevember 1, 1936 (See Nore 11).
@ Represents fupwres for continning operations of Univar Corporation after giving effect o spinoff of VWR Corparasion an Februnry 28, 1986 (Ser Nowe 12),

w
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BRAMSTEDT
and Associates incorporated
Financial Consulting

Business Valuations

rinancial Analysis

Evaluation
of the
Common Stock
of

ANGELES CHEMICAL CO.
as of
April 30, 1998

Prepared by:
Bramstedt & Associates, Inc.
October 1998

34072 Vista Del Mar Lanie Tiburon, CA B4520-1208 Tel 4]15-435-9438 Pax 415-435-0438

114 Sarsome 5t., Sulte BOB San Franclsco, CA S4104-3818 Tel 415-362-9000 Fax 4153-361-8452
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ERAMSTEDT

and Associates Incorporated
Financlal Consulting
October 12, 1998

Business Valuations

Financial Analysls

CONFIDENTIAL

Employee Stock Ownership Plan
Administrative Committee

Angeles Chemical Co,

P.O. Box 2163

Santa Fe Springs, California 90670

Attn; Mr, John Locke

Gentlemen:

You have requested we establish the fair market valve of the common stock of Angeles Chemical
Co. for Employee Stock Ownership Plan (ESOP) purposes as of April 30, 1998,

Our evaluation places a fair market value of $1,215,881 on the common stock of Angeles
Chemical Co. as of April 30, 1998. Based on 30,166 A and B common shates outstanding, the
value per share is $40.30. This evaluation is based on an adjusted book value approach.
The valuation conclusion was fransmitted to John Locke an October 12, 1998.

The valuation report was prepared by Bramstedt & Associates, Inc. as a subcontractor to Sansome
Street Appraisers, Inc.

Earnings prospects can change, as can the general economic climate. Federal regulations require
that the Company’s common stock be reevaluated at least annualty for ESOT purposes.

Very truly yours,

BRAMSTEDT & ASSOCIATES, INC,

Eric M. Bramstedt, CFA
President

il

b
EMB:ew
enclosure

2402 Vista Del Mar Lane Tiburon, CA 94920-1208 Tel 4154359438 Pax 4154355438
154 3ansorne St., Sufte BOB San Prancisco, CA 94104-3818 Tel 415-362-9900 Fax 4153-382-8492
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INTRODUCTION AND SUMMARY

The Administrative Committee of the Angeles Chemical Company, Inc, Emplovee Stock
Ownership Plan has requested that we evaluate the common stock of Angeles Chemical Company,
Inc, ("Angeles Chemical,” "Anchem” or the "Company") as of plan year end April 30, 1993
in order to determine the minority interest fair market value of the Company’s common stock
for annual Employee Stock Ownership Plan (ESOP) reporting purposes and for use in common
stock transactions involving the Company’s ESOP,

At April 30, 1998, Anchem’s ESOP owned all 10,166 B common shares of Company common

stock (33.7% of the A and B common stock). During fiscal 1998, Anchem made a $29,360 cash
ESOP coniribution.

Company Overview

Anchem is a closely held corporation with no present market for its common stock, Itis a
regional Southern California Hquid chemical distributor whose products are used in industrial,
commercial and retail/consumer applications. Sales in fiscal 1998 rose 15.4% year-to-year to
$11.26 million (the highest since the 1980s). The long-term low sales point was $6.6 million
in fiscal 1995 after having been stable at about the $8 million level for fiscal years 1990-1993,
Sales in the mid-1980s were $12-$14 million.

Following several years of operating losses in the 1990s, the Company reported a net profit of
$348,000 in fiscal 1996 on a $542,000 (net) cash litigation settlement. In fiscal 1998 Anchem
recorded its second (consecutive) operating profit in the 1990s of $191,000 and net income of
$31,000. The 1996 Spencer & Jones litigation settlement liquified the Company’s balance sheet
and provided the economic resources to repurchase and retire outstanding sbares from a retiring
stockholder and pay off bank debt.

Soil and underground water contamination conditions at Anchem’s plant are contimuously being
monitored and tested, which has required significant on-going testing and other expenses. As
of April 30, 1998 no major new environmental liability or remedial responsibility had been
revealed, although the Company will have to begin to replace its underground storage tanks and
conduct other remedial work by the end of 1998 at a considerable estimated cost.

Like all chemical processors, Anchem and its customers have faced substantial environmental
regulations and epforcement in the Los Angeles Basin. As indicated above, these have seriously
impacted Anchem’s industrial business base and combined with the 1990-1993 California recession

caused Anchem’s sales to drop 20% in the early 1990s and the incurrence of operating losses
in 1992-1996.

Given the operating loss history, the ESOP valuation for several years has been prepared on an
asset rather than income basis. An adjusted book value approach is employed in fiscal years 1994
to 1998, The Company’s financial position has included a large (shareholder) long-term note
since January 1, 1994 and as of April 30, 1998 also reflects a former shareholder consulting
agreement and an ESOP stock repurchase note, both dating from February 1997. These latter
two obligations increased the Company’s financial leverage (risk) at April 30, 1998, During fiscal

-1-
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1997, the number of outstanding A and B common shares was reduced by 23,899 shaves, or44 %,
to 30,166.

Valuation Criteria

We have valued the common stock of Anchem based upon: (1) the pertinent regulations and
principles promulgated by the Internal Revenue Service and the Department of Labor; (2) an
analysis of the Company’s financial statements, forecasts and other information; (3) discussions
with management; (4) analysis of the relevant industry conditions; and other factors.

The basic rules for valuation are laid dowsn in Revenue Ruling 59-60 issued by the Internal
Revenue Service in March 1959 (as modified by Revenue Ruling 65-193). The rulings define
"fair market value” as follows:

*...the price at which the property would change hands between a willing buyer mmd 2 willing seller
when the former is not ukler any compuision to buy and the latter is not under any compulsion
to sell, both parties having reasonable knowledge of relevant facts, Court decisions frequently state,
in addition, that the hypothetical buyer and seller are assured to be able, as well as willing, to
trade apnd be well informed about the property and concerning the market for such property.”

This definition is widely accepted and used in courts of law and in tax literature and is the most
widely used approach in valuing closely held securities, It is the basic definition epon which
we have relied in determining the fair market value of the Company’s stock. Revenue Ruling

59-60 was issued for estate valuation purposes, but is not limnited to that nse. It serves as a guide
in virtually all valuation situations requiring the determination of fair market value,

In 1988, the Department of Labor (DOL) issued proposed regulations on "Adequate
Consideration” which addressed valuation issues affecting Employee Stock Ownership Plans.
These proposed regulations endorsed Revenue Ruling 59-60 and set forth other factors to be
considered in valuing securities for ESOP purposes. In 1995, the DOL withdrew the proposed
regulations; however, ESOP practitioners still consider these proposed regulatjons in conducting
ESOP security valuations.

Consequently, this report has considered the following factors:

. —  'The history of the Company and the nature of the business

—  General economic vutlook and the ontlook of the particular industry

—  Book value of the stock and the financial condition of the business

—  Earnings capacity of the Company

— Dividend paying capacity

—  Whether the enterprise has goodwill or other intangible value
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Sales of stock and the size of the block to be valued
— Market prices of stock of other comparable companies traded on exchanges

These eight factors are fundamental to any appraisal of closely held securities. They are not,
however, all-inclusive. Other factors relevant to the subject valuation were also considered, such

as the ESOP repurchase liability and its effect on the application of a marketability discount.
Valuation History and Conclusion

This valuation represents an update of prior appraisals of Anchem's common stock for ESOP
purposes prepared by this appraiser as a subcontractor to Sansome Street Appraisers, Inc., a
wholly owned subsidiary of Menke & Associates, Inc. The following table summarizes our fair
market value findings for the past five fiscal years:

Angeles Chemical Co.
Surmmiary of Bair Market Value Determinations
F1998-1994
Times
Appregate Per Percent of Gross Working
Date ESOP Vslue Share* Sales  Assets  Egnity Profit Capital

4/30/98 $1,215,831 $40.30 10.8% 31.2% 5% 0.38X 0.29X
4/30/97%* 974,758 32.30 10.0 25.0 58 0.32 0.63
4/30/96 1.467.603 27.15 21,3 337 31 0.76 0.94
4/30/95 1,187,463 22,00 18.0 373 81 0.60 0.99
4730194 1,421,555 26.30 20.4 41.2 81 0.64 0.93

* Number of outstanding A and B common shares was reduced to 30,166 in fiscal years 1997 and 1998 from
54,065 in fiscal years 1994-96,

** Bascd on otiginally reported financial statements,

Based upon our analysis of Angeles Chemical Co., Inc., our experience in the valnation of
closely held securities, and the consideration of the factors set forth in this report, we are
of the opinion that the aggregate minority interest fair market value of the common stock
of Anchem for Employee Stock Ownership Plan purposes as of plan year end April 30, 1998

is $1,215,881, or $40.30 per share based npon 30,166 shares of A and B common stock
outstanding.

This determination of fair market value is based on an adjusted book value approach. The
reduction of the "price” to sales ratio to 10% at April 30, 1998 from about 20% prior to fiscal
1997 reflects the economic impact on value of the recently incurred balance sheet obligations
discussed above which is enly partially offset by improved operating performance.
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Special Valuation Considerations

In January 1994, Anchem’s real property in Samta Fe Springs was transferred from the three
founder/shareholders to the Company for $648,000 in the form of Company 14-year notes, The
price was negotiated by the principals and does not represent arm’s-length fair market value as
determined by a fall 1996 independent real estate appraisal. The property’s marketability to a
third-party buyer is impaired until its environmental problems are cured. In the appraiser’s
opinion, the face amount of the three (original) $216,000 7-1/2% 14-year notes may also be well
above their third-party fair market value.

In February 1997, the Company purchased and retired 20,000 A common shares from a retiring
shareholder in an exchange for a ten-year, $480,000 consulting agreement and $198,000 in cash.
The Company/ESOP also bought 3,899 B common (ESOP) shares from the same retiring
shareholder for a five-year $105,852 promissory note, The estimated present values of these
financial obligations may be well below their face value as of April 30, 1998.
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SCOPE AND 1. ATIO 1) VYALUATION REPORT

Limitations

The purpose of this valuation report is to determine the fair market valne of the common stock
of Anchem on a minority interest basis as of plan year end April 30, 1998 for annual ESQP
reporting purposes and for use in common stock transactions involving the Company’s ESOP.
This appraisal is valid only for the appraisal dates specified herem and valid only for the appraisal
purpose specified herein. No other purpose is intended or should be inferred.

In preparing this valuation, Bramstedt & Associates has relied upon and assumed the accuracy
and completeness of all financial, statistical and other information provided by Anchem.
Bramstedt & Associates has also considered information based upon other publicly available
sources which it believes to be reliable; however, Bramstedt & Associates and the appraiser do
not guaraniee the accuracy and completeness of such information and have not independently
verified the financial statements and other information. The appraiser 15 not aware of material
omissions or understatements from management and other sources which would affect values
contained in this report. The fair market value arrived at herein represents the appraiser’s
considered opinion based upon the facts and information presented to him. No legal opinion is
expressed by this report and its accompanying documents.

This valuation report does not specifically address the financial impact, if any, of matters requiring
special expertise or kmowledge not generally held by business appraisers. As such, this report
does not address in significant detail issues involving toxic contamination, hazardous waste,
engineering and structural soundness, litigation and legal concerns, etc.

In preparing this valuation report, a variety of data and assumptions has been used. The financial
information on past performance has been gathered from Anchem’s financial statements for the
past five fiscal years. We have included in Appendix I a copy of Anchem’s most recent financial

statements, prepared as a review by Singer, Traynor & Co., CPAs, for the fiscal year ended
April 30, 1998,

General expectations of foture financial performance for fiscal 1999 have been provided to us
by the management of Apchem. Interviews have been held with members of management and
with certain outside sources regarding certain Company events,

Neither the appraiser nor Bramstedt & Associates, Inc. has any present or contemplated future
financial interest in Anchem, and the fee for this valuation is not contingent upon the fair market
value determined. The qualifications of Bramstedt & Associates, Inc. to undertake this valuation
are set forth in Appendix I. '

The analysis, opinions and conclusions were developed, and this report has been prepared, in
conformity with the Uniform Standards of Professional Appraisal Practice.

BR0O0O1732



Scope

The marketability of the subject company’s stock, the control position of majority shareholders,
and the relationship of these factors to the block of stock being valued can affect the concluded
value. In valuing a block of stock, IRS Revenue Rulings and court decisions provide a basis for
concluding that a discount is valid for an absence of marketability if the value base does not
alveady reflect the lack of marketability. Further, a minority stock interest in a closed corporation
is usually worth much less than a proportionate share of the entity value of all the corporate stock.,
Discounts can range from 10% to 30% or more. When minority interest and lack of marketability
discounts are both applied, they are sequential.

This valuation is specifically intended to establish a per-share fair market value for shares to be
issued or sold to the Company’s Employee Stock Ownership Trust (ESOT). This report does
not address the value of the Company as an entity. The value of the Company as a whole, with
the attendant rights to control the direction and growth of the Company, to influence or control
compensation and dividends, to change management, to acquire other companies and/or business
operations, or to sell or merge the Company, may be greater than the total value implied by this
valuation. On the other hand, the value of minority interest shares held outside of the ESOT
would probably be less than the value determined in this report. An ESOP with a "put" option
obligating the Company to repurchase the shares held by participants provides a valid market
for such stock. Minority interest shares held outside of the ESOT would by necessity be
discounted for their inherent lack of marketability.

BR0O01733



THE COMPANY
History

Angeles Chemmnical is a resale/distributor of liquid industrial and consumer product chemicals used
in coating and other processes, Specifically, the Company sells commercial solvents and packages
paint thinner and finishes for the consumer/retail market. Commercial gross marging are over

fifty percent better than those for solvents, Anchem’s consumer/industrial sales mix is about
70/30.

From their peak in fiscal 1982 at $16.8 million, Company dollar sales fell 61% to a low of
$6.6 million in fiscal 1995. Physical volume declined even more because of periodic price
increases. The 15-year sales drop reflected the loss of major accounts as many commercial
customers moved out of Southern California or changed their supplier source away from Southern
California. The ever-increasing environmental regulations in Greater Los Angeles have created
an expensive and difficult operating circumstance for chemical processors and distributors and
their customers. The 1990-93 recession in the region was also a depressing factor. Management
continues to emphasize less environmentally sensitive consumer products. However, sales have

trned up in the past two years, and in fiscal 1998 sales increased to $11.3 million, the highest
since the 1980s.

In fiscal 1998, Anchem had about 70 active industrial customers and 400 in packaging. Most
are located in Southern California, Ellis Paint Company, owned by Robert Berg, a retired
Anchem officer and former sharcholder, is an important customer.

Anchem’s basic raw materials are these organic chemicals — propylene, glycol, toluene, ethylene
glycol, acetone, mineral spirits and alcohols. These are purchased from Shell, Union Carbide,
Exxon, Celanese and Vulkan Materials. The Company has on-site 32 underground storage tanks

of 5,000 to 20,000 gatlons capacity each. Many of the storage tanks are not now used given the
decline in sales and volume since the 1980s.

In fiscal 1998, Anchem had 26 full-time employees.
Anchem carries a $2 million product Liability insurance policy.
Company Facilities and Propert

Anchem operates out of administrative offices and packaging and storage facilities on a 1.8 acre
site in Santa Fe Springs, California. The land, structures and improvements are Company-owned.
On January 1, 1994, title for the 1.8 acre land parcel was transferred from a partnership of the
three founding and two then current shareholders to the Company in consideration of three equal
14-year $216,000 notes (aggregating $648,000) paying 7.5% annual interest. The total yearly
principal and interest payments of $72,000 equal the former rent paid to the partnership and the
transaction was therefore cash flow neutral to Anchem (on a pretax basis).

The land transfer price was determined by the three parties on other than an arm's-length "third
party” negotiated basis and which basis was not specifically disclosed to the appraiser. In
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November 1996, a "limited appraisal” of the real property was prepared by Thomas M. Pike,
Ir., MAL. Mr. Pike rendered an opinion of value of $535,000 to $625,000 assuming a market
exposure of 6 to 12 months, This valuation assumed the property was not encwmnbered with
environmental problems and clean-up costs. Based on his observations and discussion with
Mr. Pike and SCS Engineers, Anchem’s environmental consultant, the appraiser believes property
ownership could be deemed transferable to a third party at market value after the removal of
underground storage tanks, contaminated soil, etc. has been completed and appropriate regulatory
agency certification is received. As of the appraisal date, the fair market value of the property
is significantly impaired and is well below the $648,000 stated book value. This circumstance
is reflected in the valuation conclusion.

In addition to its Santa Fe Springs facility, Anchem rents warchouses in Santa Fe Springs for
decarating containers and in Ef Monte for distribution. Anchem also has a distribution agreement
with East Bay Qil, a Northern California chemical distributor, and a Phoenix warehouse to further

broaden its customer, business and geographic base and replace lost sales in the Los Angeles
Basin.

Management and ershi

The Company senior management as of April 1998 consisted of:

Officer Tide Joined Co. Age
John Locke President, CEQ 1971 71
James Locke General Manager 1985 34

The Board of Directors consists of John Locke and James Locke.

As of April 30, 1998 there were 20,000 Class A and 10,166 Class B common shares outstanding
{excluding treasury stock) as follows:

Holder Number of Shares

John Locke 20,000 A shares 66.3%

ES0P : 10,166 B shares 33.7
Total 30,166 A&R shares 100.0%

Class A common stock is voting and Class B is nonvoting. Otherwise, the two classes are equal.
A valuation discount for the nonvoting Class B stock has not been taken by the prior appraisers
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed
through in any event except for major corporate issues.
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Robert Berg Retirement and Transaction

As of January 31, 1997, Company founder and then-Director and Secretary-Treasurer Robert
Berg retired from his Company positions and:

. Sold his 20,000 Class A common shares 1o the Company for $198,000 cash and a
$480,000 ten-year consulting agreement payable at the rate of $4,000 per month beginning
February 15, 1997 and ending January 5, 2006. The 20,000 A shares were retired by

the Company. The amount remaining on the consulting agreement at April 30, 1998, an
off-balance sheet item, is $420,000.

" Sold his 3,899 ESOP Class B common shares to the Company for $27.15 per share (the
April 30, 1996 ESOP fair market value) in exchange for a Company no-interest promissory
note of $105,852 payable in five equal annual installments of $21,170 beginning
December 7, 1997 and ending December 7, 2001. The 3,899 B shares were retired. Tts
principal amount as of April 30, 1998 is $84,852.

Enviroumental Issues Update

The valuation studies for the fiscal years ended September 1989 through 1992 discuss in detail
the regional agencies which regulate Anchem’s operating and environmental activities. According
to management and SCS Engineers, its environmental consultant, as of April 30, 1998 the
Company had po environmental agency violations or ¢itations.

However, beginning in fiscal 1993 and continuing into fiscal 1999, Anchem and SCS are working
with the California EPA on its on-site program to investigate for possible groundwater
contamination relating to an adjacent McKesson property site. In this connection, Anchem
incurred state fees and incremental services from SCS.

The prior reports discuss testing and related work for soil and groundwater contamination
continually undertaken by the Company and SCS since 1989 which so far have found soil and
ground water problems which have not been completely characterized. As of April 30, 1998,
no major remedial work had been undertaker. However, Anchem is required by the Santa Fe
Springs Fire Department (SFSFD) to permanent]y shut in the underground tanks by December 22,
1998. In 1997, an outside consultant's estimate of the cost of tank pulls, installation of new tanks
and remedial work was $625,000:

* Tank Pull (32 tanks) $154,000
* New Tanks (15) 230,640
» Remediation/Related Work 240,000

Total Estimate $624.,640

As of the report date, September 1998, negotiations between Anchem and th¢ SFSFD and other
environmental agencies as to how many of the 32 tanks (many of which are long inactive) must
be pulled after Decernber 22, 1998, and when in 1999 a groundwater remedial and tank vapor
extraction system must be installed (as required by the Departinent of Toxics). A new zbove-
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ground storage, mix and fill system will be constructed concurrent with the December 1998 shut
in.

Tank pulls are estimated at $6,000 each, so the total cost could be $120,000 (20 tanks) to
$192,000 (32 tanks). Four new 20,000 gallon above-ground tanks will be installed at a cost of
$165,000. (There may be a work disruption during the conversion phase.) The groundwater
and vapor monitoring system will range between $100,000 and $200,000 in capital costs and will
entail annnal operating costs of $50,000.

As of the appraisal date, Anchem had received a $1 million bank credit line to fund the capital
costs combined with cash on hand and some equipment leases (e.g., tanks).

However, because of the large uncertainties as to final capital requirements and the timing of
completion of the above described work, for ESOP valuation purposes the appraiser is unable
at April 30, 1998 to render a reasonable estimate of the costs to render Anchem’s property
"marketable” as was done at April 30, 1997,

By its business nature, Anchem continues to incur legal, testing, remedial and consultant costs.
The appraiser does not believe the Company has been able to pass these costs, which have become
material, through to its customers, thereby impacting profit margins. SCS consulting costs have
fluctaated but in fiscal 1998 averaged $8,000 a month.

Beginning in January 1995, Anchem is participating, as required by its major supplier contracts,
in 2 comprehensive storage, operational, health, safety, environmental and emergency response
program called "Responsible Distribution Process” created by the National Association of
Chemical Distributors, who will sponsor on-site audits. A fuli-time compliance and safety officer
reports to General Manager Jim Locke. Employee training for RDP is required. There have
been incremental costs for implementing the program.

Ongoing environmental encumbrances on Anchem’s business and profits have been reflected in
the valuation conclusions since fiscal 1989.

encer & Jo Li tion Award

As discussed in the April 30, 1996 Bramstedt & Associates, Inc. ESOP valuation report, in April
1996 Anchem received a cash litigation settlement from S&J of $640,000. This event was
reflected on the April 30, 1996 balance sheet under current assets as "due from litigation -
$640,000, During fiscal 1997, the bulk of these funds were ernployed to pay off $292,000 of
bank and other notes and as a $198,000 cash payment on the repurchase of 20,000 A common
shares from Robert Berg. For valuation treatment of the S&J litigation and cash award, see
Bramstedt & Associates’ ESOP valuation reports of April 30, 1997 and April 30, 1996.

-10-
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The National Economy

The following discussion and analysis of the national economy for the second quarter of 1998
is based upon a review by Mercer Capital of current economic statistics, articles in the financial
press, reviews found in current business periodicals and information posted on numerous Internet
sites. The purpose of the review is to provide a representative “consensus” review of the
condition of the national economy and its general outlook at the end of the second quarter of 1998,

General Economic Overview. Real Gross Domestic Product (“real GDP™), the output of goods
and services produced by labor and property located in the United States, increased at an
annualized rate of 1.4%, or $26.3 billion, in the second quarter of 1998, according to preliminary
estimates released by the Department of Commerce’s Bureau of Economic Analysis (“BEA™).
In the first quarter of 1998, revised growth in real GDP was 5.5%, or $100.1 billion, and higher
than the preliminary estimated annualized growth rate of 4.2%. The BEA also announced revised
GDP growth results for 1995 through 1997 which incorporate enhanced measurement techniques
and improved data. Growth in real GDP for 1997 was revised upward to 3.9% (previously
reported at 3.8%). According to the BEA, the increase in second quarter real GDP primarily
reflected increases in personal consumption expenditures, producers’ durable equipment,
government spending, and residential structures. The smaller increase in real GDP in the second
quarter versus that of the first quarter was primarily due to a sharp downtwrn in inventory
investment and a deceleration of producers’ durable equipment.

The Composite Index of Leading Economic Indicators, the government’s primary forecasting
gauge, ended the second quarter with a 0.2% decrease in June to 105.0 after increasing 0.1%
and decreasing 0.1% In April and May, respectively. The index attempts to gauge econormic
activity six to nine months in advance. Multiple consecutive moves in the same direction are
said to be indicative of the general direction of the economy. The decreases in May and June
were the first since April 1997, Six of the ten leading economic indicators fell in June. The
most significant negative contributor was average weekly initial clairns for state unemployment

insurance. The index increased 0.5% for the six month period through June, as only five of the
ten components advanced.

Afier an extremely volatile quarter, stock markets ended the quarter slightly higher. The Dow
Jones Industrial Average (“DIIA™) topped the 9000 mark for the first time in history, and week
ending prices met or exceeded this mark for seven of thirteen weeks in the quarter, However,
several large weekly drops offset gains in many instances. High volatility characterized the DIIA
and the S&P 500 with both posting final week rallies to end the second quarter on a positive note.
After following a similar pattern as the DJIA and the S&P 300 in April, the NASDA() index
decreased every week in May before finishing the quarter with a strong June. The Federal
Reserve Board left interest rates unchanged during its meetings on May 19th and June 30%.

Average monthly yields on government bonds remained at or below 6.0% during the second
quarter.

The outlook for the economy for the remainder of 1998 is mixed. While consumption remains
high, analysts are uncertain how and to what degree the ongoing Asian economic crisis will affect
the U.S. economy. Many analysts expressed that the slower economic growth rate for second

quarter 1998 was needed to keep interest rates unchanged and growth under control. The Fed
will continue to keep a close watch on inflation levels.,
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Consumer Spending and Inflation. The seasonally adjusted annualized rate of inflation for the
three-month period ended in June 1998 was 2.5%, compared to 2.3%, 1.5% and 0.2%,
respectively, for the prior three quarters. Retail sales for second quarter 1998 were 6.3% higher
than same quarter sales in 1997.

Interest Rates. The Federal Reserve continued to leave short term interest rates alone during
the second quarter. The Fed’s bias at its May meeting was toward a tightening directive. Bias
for the June 30® meeting has not yet been announced. Analysts believe a general slowing of the
U.S. economy led to the Fed’s decision at its June meeting,

The Financial Markets. After a volatile three months, stock markets ended the quarter slightly
higher for the quarter. The Dow Jones Industrial Average (“DIIA”) closed the second quarter
at 8952.0, an increase of 2% for the quarter and 13% for the year to date. The DIIA gained
23% in 1997. The Standard and Poor’s 500 Composite Index gained 3% during the second
quarter to close at 1133.84. This represents growth of 17% so far in 1998 after posting an annual
gain of 31% in 1997. The NASDAQ Composite Index gained 3% during the second quarter as
well to close at 1894.74. Annual gains for the NASDAQ are 21% for 1998 following 22% for
1997. Average monthly yields on long-term government bonds remained below 6% where they
have been since December 1997,

Construction, Housing, and Real Estate. According to the U.S, Commerce Departiment’s Bureau
of the Censns, new privately owned housing starts increased to a seasonally anmualized rate of
1.615 million units in June, or about 6% above the revised May level of 1.530 million units.
During the first six months of 1998, housing starts have increased 8% over the same time period
in 1997.

Unemployment. According to the Labor Department’s Bureau of Labor Statistics, unemployment
levels during the second quarter fell below the range of rates reported since November 1997.
The June unemployment rate was 4.5%, following 4.3% in both April and May. June marked
the twelfth consecutive month that the unemployment rate was below 5%.

Summary and Qutlook. Economic (GDP) growth in the second quarter of 1998 was 1.4%, down
from 5.5% in the first quarter of 1998, Forecasts for GDP growth and inflation in coming
quarters are mixed, but generally reflect 3%-4 % expected growth in GDP and continued modest
inflation.

The California nom'

In 1998, California’s economy contimzed its expansion and recovery from the early 1990s
recession which was exacerbated by a sharp and permacent decline in the defense and aerospace
sectors. Generally, California’s positive economic pexformance mirrors that of the U.S. economy,
described above, stimulated by growth in the entertainment and electronic industries. However,
the impact of the Asia crisis is being felt in the state as economic activity in certain sectors is
slowing as of fall 1998, Since the 1980s, however, there has been a change in the mix of
California industrial activity which has been unfavorable for chemical processors like Anchem.
Over the long term, the appraiser believes that Anchem’s ability to address successfully its
environmental issues is more critical than cyclical macroeconomic finctuations.

-12-

BR0O01739



Financial Analysis and Review

Anchem has provided Bramstedt & Associates with financial statements for the fiscal years 1994-
1998. These financial statements have been thoroughly examined and discussed with management.
A copy of the Company’s financial statement for the fiscal year ended April 30, 1998, prepared
as a review by Singer, Traynor & Co., CPAs, is attached as Appendix I.

Previous years’ financials were compilations, and fiscal 1997°s financials have been restated by
the CPA. Specifically, in fiscal 1997 curzrent and long-term debt was increased and shareholder
equity decreased by "booking" the Berg ESOP note.

The results of our review and analysis of Anchem’s financials are contained in the exhibits
outlined below:

Exhibit A Comparative Income Statement, FY1994-1998
Exhibit B Comparative Balance Sheets, FY1994-1998
Exhibit C Selected Financial Ratios, FY1996-1998

These exhibits are presented at the end of this section of the report. The following comments
and observations are based upon Bramstedt & Associates’ review and analysis of the Company’s
financial statements. Samson Chernicals operations were combined with Anchem’s on October 1,
1996 (or for the last half of fiscal 1997). For the first half of fiscal 1997, Samson’s operating
results are incorporated on a one-line entry, "income split - Samson.”

Exhibit A contains Anchem’s comparative operating statement in terms of dollars and dollars
as a percent of sales for the period fiscal 1994-1998.

Angeles Chemicsl Co.
Grosg Profit & Sales

Sales of $11.3 million in fiscal 1998 were up 15.4% from $9.76 million in fiscal 1997 on the
inclusion of Samson's sales for twelve months and some improvement in Anchem sales. (Those
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separate entities’ combined sales were $9.8 million in fiscal 1996. Samson’s sales in fiscal 1996
were $2.9 million.) Anchem’s fiscal 1998 sales were the highest since the late 1980s.

COGS rose a greater 19.4% to $8.06 million (71.6%) in fiscal 1998 compared to $6.7 million
(69.2%) in fiscal 1997. Gross profit was up 6.5% to $3.2 million (28.4%). Gross margin in
fiscal 1997 was 30.8%.

Reflecting in part the inclusion of Samson’s operations for twelve months versus six months in
fiscal 1997, operating costs gained 9.3% in fiscal 1998 to $3.0 million (26.7%) from $2.75
million (28.2%). Expenses rose in most categories — the largest expense components, all higher,
are compensation, commissions, freight and professional services (which included Robert Berg's
$48,000 annual consulting fee). ESOP expenses were $29,360 in fiscal 1998 versus $18,864
in fiscal 1997. Anchem recorded its second operating profit in the 1990s in fiscal 1998 —i.c.,
$191,000 (1.7%) compared to a $251,000 (2.6%) operating profit in fiscal 1997. Analysis
suggests that the full integration of Samson Chemical in fiscal 1598 somewhat negatively impacted
Anchem’s profit margins and profits while increasing sales.

Net other expenses were $103,000 in fiscal 1998 compared to $99,000 in fiscal 1997. The major
component is contamination expense of $$9,000 in 1998, up 7.3 % (see Appendix I). The Samson
income split in fiscal 1997 was $25,600 versus zero in fiscal 1998. Interest expense at $46,000
(0.6%) was essentially unchanged from fiscat 1997.

Pretax profit was $42,000 (0.3%) in fiscal 1998 versus $103,000 (1.0%). Net income (on
nominal income taxes in both years) was $31,000 (0.3%) in fiscal 1998 compared to $83,000
(0.8%) in fiscal 1997.

Exhibit B contains Anchem'’s comparative balance sheet in terms of dollars and dollars as a
percent of assets for the period fiscal 1994-1998.

As discussed in previous Bramstedt & Associates, Inc. ESOP valuation reports, Anchem became
comparatively more capital intensive and leveraged in: fiscal 1994 when the Company acquired
its underlying real property for debt from its then three shareholders; and fiscal 1997 when
Anchem repurchased and retired common stock from one of then two shareholders. As of
April 30, 1998, total assets invested were $3.89 million, unchanged from a year earlier.

At April 30, 1998, current assets were $3.07 million (78.7% of total assets), unchanged from
April 30, 1997 as follows:

Cash and equivalents — $563,000 (14.5%), up from $318,000 (8.2%)
. Accounts receivable — $1.25 million (32.1%), down from $1.48 million (38.0%)
(Note 2, Appendix I)
. Inventories — $1.07 million (27.4%), down from $1.12 million (28.8%) (Note 1)
. Other-— $185,000 (4.7 %), up from $145,000 (3.7 %); these are primarily deferred charges
(see Schedule 2, Appendix D)

At April 30, 1998, net fixed plant was unchanged at $823,000 (21.1%). Other assets (deposits)
dropped to $5,000(0.2%).
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Current liabilities at April 30, 1998 were $1.7 million (43.8% of total liabilities and equity), up
1.9% from $1.67 million (43.0%) a year earlier as follows:

Accounts payable — $1.41 million (36.2%), up 3.9%
Drum deposits - $5,000, down 2%
Bank and other notes payable — $81,000 (2.1%) versus $72,000 (1.8%)
Accrued expenses — $147,000 (3.9%), down from $177,000 (4.6%)
(see Schedule 2, Appendix I}
. Current portion long-term debt — $61,000 (1.5%) compared to $58,000 (1.5%)

. 9 = @

The long-term debt of $566,000 (14.6%) at April 30, 1998 was down $61,000 from April 30,
1997. It consists of a $523,000 7.5% promissory note (term debt) due 2008 and an $84,852 4-
year, no interest promissory note. Amnmnual principal and interest payments are $72,000 (see
Schedule 2 and Note 5, Appendix I). The larger note is held by one current and two former

shareholders. A $420,000 9-year consulting agreement payable to former shareholder and officer
Robert Berg is not reflected on the balance sheet.

Shareholders’ equity rose 1.7% to $1.62 million (41.6%) at April 30, 1998.

Exhibit C presents selected financial and operating ratios for fiscal years 1998-1996. Exhibit C
shows some stabilization in current and quick ratios to 1.80X and 1.07X respectively at April 30,
1998.

Working capital fell 2.2% to $1.36 million in fiscal 1998 from fiscal 1997. The sales to working
capital ratio rose to 8.3 times from 7.0 times at April 30, 1997 on higher fiscal 1998 sales.
Inventory turns rose to 7.6 times in fiscal 1998 from 6.0 times in fiscal 1997 on stable inventory
and higher COGS.

Appendix I contains a statement of cash flows for fiscal 1998 which is summarized and compared
to fiscal 1997 and 1996 as follows: :

F1998 E1997 1296

—(000)---
Net cash from (used):
Operating activities $343 §539 (5138)
Investing activities (45} {10) &7
Financing activities A5 (490) 272
Net change in cash $248 $ 38 $201

Cash from operating activities of $343,000 represents net income of $31,000 and depreciation
of $44,000 plus net changes in working capital accounts. Cash used in investing activities of
$45,000 represents capital expenditures. The decrease in notes payable was $50,000. Cash
increased $248,000 in fiscal 1998.

Anchem has a strong cash position at April 30, 1998 of $566,000 (14.5% of assets). Coverage
ratios are thin, however, particularly when Berg’s annual consulting fee of $48,000 is included.

Cash may decline and leverage increase in fiscal 1999 as the Company funds the tank pull and
replacement and remediation program,

-15-
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FYE 4/30:

Net Sales

Cogt of Eales

Grose Profit

Operating Expenses
Uperating Incoms (Loas)

Gther [ncome {Expenas)
Interast Enpense

Pretax Income (Loag)
Prowigfon fer Taxes

Wat incame (Loas)

SMCE: Compary financial statements (urudited).

ANGELES CHEMICAL CO.

Exhiblt A
Comparative [fgom Statenent, FIPO0-1994
50003
1998 1957 1896 1995 10
trestated)
11261 100.0% 9759 j00.0% $AT7 10008 $4415  100.0% SOTE  100.0%
BD&1 71.6 4753 68,2 4954 TR 4548 0.3 4764 683
3200 8.4 005 30LA w22 .Y LT - zn T
008 26.7 75 M. 2133 1.3 22 3.4 21422 KT
LI FLI B N 3 (3% (3553 (3.8) 211y (L0
{103} (0.9) = b 0 9.3 1a - 173 2.5
W0 & 0,5 4 1.0 51 0.8 % o2
& 03 103 1.0 360 5.2 {288y (4.4) (54) (0.3)
i 04 g o2 13 o2 1
$_31 0.3 5_831 0.3 T 5. B(IR0Y (44D B_(54) (0.2)
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As af 4/30z

Current Assate:
cash snd Ligquid fnvestments
Accounts recelvable
Inventories
Due from Litigation
Due From affitisted
campanies/pther
Total

Lot

Other Fizad Assite at Cont

Acetmul ated Depreciation
Nat Fixed Axzets

Othar Assets
Total Assets
Current Lisbilitiea:

Accounts payable
Depos | ts
Eank and other notes payable
Accrued expenaed/lisbilities
Current debt portion

Tirtal

Lang=Term Liabilities
shareholder Equity
Total Liabittties & Equity

SOURCE: Company finencial statements (unmslited),

ANGELES CHEMICAL CO.

Exhibic A
Compargtive telence Eheet
1998-19%
{000}
1598 1957 1998 19 1994
(reatated)

£ 566 16.5% £ 3R 8. $ B 64X 7" 2.5% 235 10.0%
1249 2. et 38.0 W55 k.2 T80 4.5 1207 35.0
1047 27.4 1122 8.8 1228 PA.2 mz M7 BR& 5.7

= . GO KT - --

3'@“ 4.7 145 3T 7.2 462 14.5 AT 5.1
07 TB.T s TALT 3520 0¥ FIT N« 2614 T
24K 648 5648 Gkl

183 1786 1750 1715 1653

(16556) (1413 ¢i571» (15400 1490
&3 . 821 2.9 BZ7  19.0 [T ] 811 23.5

£ 0.2 6 b2 1303 2D 27 0.8
33854 100D 3893 100.0 $4360 100.0 £3187 1000 $3457  100,0
#1410 34,2 357 349 1535 35,2 $ 997 3% ¥4 350

5 0.1 7T D2 7 0.2 T 0.2 58 2.0

m 29 1.4 Cli I 42 2.0 Bs 2.5
uwr 3.9 1t b & M 1.4 i 1.3
gi 1.5 1.5 35 0.8 27 0.4 = 0.7

1 43.8 1.5;% 43.0 047 45.1 1137 35.7 088 3.5
566 1.4 27 1641 SE0 153 58 18.3 a1 LT
W21 A6 1503 40.9 14 4.8 1446  46.0 1755 50,8

$389% 00,0 2803 100.0 54360 100.0 A7 100.0 $3452  100.0
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ANGELES CHEMEICAL CO.

Exhibit C
Swlected_Rario Analynis
FY199R-1994
FY 4/30: 1508 1997 1996
(restated}

Liguidit

Current 1.80 1.83 1.78
(Current Aszets divided by Current Liabilities)

Quick 1.07 1.08 1.00
(Cosh & Accounts Recelvable divided by Current Liabilities)

Working Capital (%000) 1363 1393 1553

Salex/Receivables 2.0 &.0 6.5
(Soles divided by Accounts Receivable)

Sales/Working Capital 8.3 7.0 b
(Salws divided by Working Capital)

Cost of Goods Sold/Inventories 7.6 6.0 4.0
{Comt of Goods Sold divided by Inventories)

Coverage Ratios

EBIT/Interest 1.9 3.1 8.5
(Earnings before Interest & Tax divided by Interest Expanse)

Cash Flow/Maturity LTD 0.52 1.00 1.06
(Net Income + Depreciation Expenses
divided by Note Payeble end Current Debt)

Leverage Retios

Debt/Warth 1.40 1.44 1.37
(Total Liabitities divided by Net Worth)

Long-Term Liabilities/Worth 0.35 0.3% 0.32
(Liabilities over one year divided by Net Worth)

Operating Rgtjos

Tatal Azaet Turnover 2.9 2.4 1.8
(Salen divided by Average Total Assets)

keturn on Equity 1.9% 4,.9% 21.1%
(Met Income divided by Average Stockholders’ Equity)

Return oh Assets D.B% 2.0% 9.3%

{Net [ncome divided by Avernge Aszeta)

SOURCE: Company statements and Bramstedt b Associstes.

BR001745



YALUATION

In arriving at 2 minority interest fair market value determination for Anchem, Bramstedi &
Associates has considered the relevant factors set forth in Revenue Ruling 59-60 with regard to
the valuation of closely held companies and in the Department of Labor's (DOL) proposed
regulations on "Adequate Consideration” as they relate to the valuation of securities for Employee
Stock Ownership Plan purposes. The following comments represent our findings with regard
to those specific factors outlined in Revenue Ruling 59-60 and the DOL’s proposed regulations
on “Adequate Consideration” as they pertain to the valuation of Anchem. The following
references to Revenue Ruling 59-60 implicitly include the DOL’s proposed regulations.

Book Valne

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely

held company. Anchem’s stated book value was $1,624,191 or $53.84 a share as of April 30,
1998 on 30,166 A and B shares outstanding.

Normally, book value or adjusted book value is not afforded much weight or consideration in
the valuation of an operating company such as Anchem. Such type companies are normally valved

on earnings and/or cash flow capacity. As stated, however, an adjusted book value approach
is being used below.

ividend History, Capacity and Probabilit

Revenue Ruling 59-60 suggests that the appraiser consider dividends and dividend paying capacity
in valuing closely held securities. Anchem has recorded a small profit in only two of the past
five years.

The Company has not paid any dividends on its common stock and has no intention of changing
this policy at this time. This policy is quite appropriate for a small, private company which is
owned by shareholders who neither rely npon nor expect dividend income and which company
has not been profitable.

Normally, earnings reinvested in the growth of a company can be expected to earn at a greater
return than dividend income imvested in other invesiment opportunities with similar risks
and prospects. Consequently, shareholders will ultimately benefit from the current policy to
reinvest earnings in the Company’s growth rather than to pay cash dividends,

Guideline Companies — Publicly Traded

Revenue Ruling 59-60 suggests that the appraiser consider the market price of stocks of
corporations engaged in the same or a similar line of business having their stock actively traded
in a free and open market or over the counter. Bramstedt & Associates has made an exhaustive
search for public companies which can be deemed to be similar to Anchem. No single company
proved to be a worthy publicly traded guideline company, Public companies are generally much
larger and more diverse both geographically and in business operations.

-16-
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Cash Flow and Earnings Capacity

Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from
capitalizing five-year average of net income, aftertax cash flow and pretax available cash flow,
among other methods. Aftertax cash flow is net income plus depreciation. Available cash flow
is pretax income plus ESOP contribution plus depreciation, Depreciation in fiscal years 1994
to 1998 was $49,000, $50,000, $41,000, $42,000 and $43,000. ESOP contributions were $8,000
in fiscal 1994, none in fiscal 1995, $6,500 in fiscal 1996, $19,382 in fiscal 1997 and $29,360

in fiscal 1998, Anchem’s earnings and cash flow as just defined for fiscal 1998 to 1994 are shown
below:

Cash Flow
Parjod Nt _Income (Loge) Available After Tex
Fl1o98 3 31,000 ¥115,000 $ 7,000
FI997 B3, 000 166,000 125,000
F1996 347,000 407,000 383,000
F1995 (289,000) (238,000 (239,000)
F1994 {54,000) 3,000 {5,000)

Note: Figures have been rounded.

Because of the erosion of the Company’s earning and cash generating power, the mcome
methodology is not now being used. The fiscal 1996 profit is entirely from the litigation award
and cash flow, which position has been squeezed in fiscal 1998 by the Berg consulting agreement
($48,000 per year) and the Berg ESOP note payments ($21,000 per year).

Vahiation Issues — (General

Due to insufficient demonstrable sustainable earning power and thin cash flow prospects,
Bramstedt & Associates and the appraiser once again must look to the balance sheet (asset
approach) for valuation purposes as in fiscal 1994-1997, when we employed an adjusted or
modified book vaiue approach.

Generally, capitalization of income and cash flow streams is the appropriate methodology for
determining the equity fair market value of an operating company such as Anchem. The decision
to utilize adjusted book value in the past several years is based on the factors discussed in this
and prior reports and the appraiser’s experience and knowledge in deriving equity values of closely
held companies. The appraiser is employing an adjusted book vatue method in fiscal 1998 for
Anchem.

Valuation Conclusion

For the April 30, 1997 valuation, the appraiser used an adjusted book value approach wherein
the stated book value was marked to market for the estimated fair market value (FMV) of the
Company land and the present value of the Berg ESOP repurchase promissory note and consulting
agreement. However, as discussed on page 10, the estimated FMV of Company land at April 30,
1998 cannot be reasomably estimated for valuation purposes, so that this overall method is not
applied at April 30, 1998. Consequently, the appraiser is capitalizing adjusted book value

-17-
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of $1,624,191 at 75% based on his knowledge and analysis of Anchem and prior years valuation
experience with specific reference to recent ESOP FMV to book value ratios listed on page 3.

Capitalizing Angeles Chemical’s fiscal 1998 book value of $1,264,191 at 75% produces a
{(minority intcrest) fair market value for the equity ownership of Angeles Chemical for ESOP

purposes as of April 30, 1998 of $1,215,881 or $40.30 per share (rounded) on 30,166 A and
B common shares outstanding.

As of the ESOP plan year which began May 1, 1987, the ESOP Administration Committee set
a policy of paying plan participants terminated for reasons other than retirement at age 63 in five
annual cash pay-outs commencing on the first anniversary of termimation. Terminated plan
participants sell 20% of their stock to the ESOP in each of five years at the fair market value
applicable for each year. The ESOP or the Company has met all (recent) ESOP repurchase
obligations by making the required cash installment payments. A marketability discouat may
still be appropriate and is reflected in the 75% book value capitalization rate.

Recent Stock_Sale and Valuation

Revenue Ruling 59-60 suggests that arm’s-length sales to knowledgeable unselated third parties
in the recent past would be a basis for valuation. The Berg A and B stock redemption on
January 31, 1997 does not meet these criteria.

There have been ho such recent qualifying transactions.

18-
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CONCLUSIONS

Based on our experience and general knowledge in determining the value of closely held
companies and upon the consideration of all factors previously discussed, Bramstedt & Associates
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical
Co. for ESOT purposes is $1,215,881 or $40.30 per share as of April 30, 1998 on 30,166 Class
A and B shares outstanding. This valuation is based on an adjusted book value approach.

Specific positive factors concerning Anchem were: fiscal 1997 and 1998 sales increases, the first
sales upturns in the 1990s; the second recorded operating profit in the 1990s in fiscal 1998; a
solid California economy; a major shrinkage in the mumber of outstanding shares in 1997; and
improved financial statement quality in fiscal 1998. Most significant is the now realistic prospect
of Anchem working through its environmental compliance requirements to ailow it to continue
to operate as a chemical processor.

Unfavorable factors were: the overall unfavorable operating environment for smal! chemical
processors in heavily populated urban areas such as Los Angeles with the attendant ongoing
compliance costs and issues; the six consecutive years of operating losses prior to fiscal 1997;
the substantial imrmediate costs for underground storage tank and processing system replacerment
and related clean-up expenses; the consequent debt and operating cost burdens; the absence of
any prospective strong intermediate term sales and earnings growth; and the economic impact
on aggregate value of the ESOP/Berg stock repurchase financial obligations in fiscal 1997.

This valuation is as of April 30, 1998; and, since it is based upon recent financial statements,
it should be valid for the near future. However, it is imperative to recognize that the dynamics
of the industries served and general economic conditions can change and invalidate this evatuation.

Federal regulations require that the Company’s common stock be reevaluated at least annually
for ESOT purposes. :

-10-
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GINGER, TRAYNOR & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

6055 E. Washington Bl Suite 500
Los Angeles, CA 90040

September 8, 1998

Angeles Chemical Co., fnc. .
8915 Sorensen Ave.
Santa Pe Springs, CA 90670

L

We have reviewed the accompanying balance sheet of Angeles Chemical Co., Inc. as of April
30, 1998 and the rclated statements of incore and retained earnings and cash flow for the year then
ended, in accordanse with Statements on Standaxds for Accounting and Review Services jssped by
the American Instinte of Certified Public Accountants: All information included in these financisl
statements is the representation of the management of Angelcs Chemical Co., Inc.

A teview consists principally of inguiries of company persormel and anatytical procedures
applied to financial data. Itis gubstantially less in scope than an audit in accordance with
accepted auditing siandards, the objective ofwhichistlwoxpresﬂonofmopinionfcgmdingthe
financial statements taken as o whote. Accondingly, we do not express such an opinion.

Based on our feview, We arc not aware of any material modifications that should be. made t0
the accompanying financial memmmmdeﬂ{forﬂwmtobeinmnfnmﬁtyﬁthgemrﬂlywwpwd
accounting principies. .

The accompenying April 30, 1997 financial ‘statements ‘were compiled by us in accordance
with Statements on Standards for Accounting and Review Services jesued by the American Instiute
of Certified Public Accountants. A compilation is limited to presenting in the form of financial
ﬂammumfmmaﬁmmNisﬂwwpmsmwﬁonofmmagmmt We have not sudited o reviewed
the April 30, 1997 financial statemcats and, accordingly, do not express en opinion or any other form
of assurance on them. -

’ W E! C‘?"
Singer, Traynor & Co.

Certified Public Accountants

FENPIRRTEVCI S
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Anpoles Chamical Cg., InE.
BALANCE SHEETS
ABiL 30,1998 and Aoy 30,1997
ASSETS
CURRENT ASSETS
Cazh

Accounts Receivable (Net of Bad Debts Allownnees of
$5,000.00 and §5,600.00 Respectively) - Nots 2
Inventorics (Lovwer of Cast, FTRO or Matker) - Mote }
Due from Stallion Tank Lines, Ine.

Duc from Sampon Chemical Co.

Prepaid Incsme Taxes

Miscellantous Receivable

Employce Adviaces

Defercd Charges - Schodule 2

TQYAL CURRENT ASSETS
FIXED ASSETS (at Cos) - Note |
Land

Office Trailers

Trucks & Autos

Tanks & Plant Equipment
Purninzre & Fipares
Plamt

Lest: Accumulated Depreciation
BOOK VALUE

QTHER ASSETS
Deposits

TOTAL ASSETS

8T &G0~

Reviewed
1998

566,590.38

1,249,139.04
1.067,475.25
11,025.78
12,500.00
9,198.00
2,983.00
1557038

132,524.31
3,067.009.44

541,000,00
101, 71100
223 ATRO0
£563,63600
273.616.00

368, 582.00

2,479,023.00

_ 163643500
822,588.00

NT
Atcougts Payable
Acerued Lisbilities - Schedule 2 l
Jncome Taxes Paysble
Tote Payable = Other
Drum Deposits
Term Dbt - Corrent - Schedule 2

DEBT -

Common Siock, $0.10 Par Value: 1,000,000 Shares Authorized;
30,166 & 30,166 Sharey Tsiued & Qutstanding Respectively
Retsined Earning .

RS
B & SHARPHOLDERS' E

The sccompmrying notes ar¢ an ntegral part of these Fnancial statcments,
SEE ACCOUNTANT'S REVIEW REFORT.

140951294
147,843.76

3,016.60

1,621,174.91
1,624,191.51
3,854, 55704
e —

415 362 5492i8 S

Complicd
1273

31810192

1,430,618.61
1,121.854.75
19,715.2¢8

13,987.49
110,870.39
3,065,148.44

] ot} LA

645,000.00
101,711.00
22347800
844,364.00
251,023.00
365,599.00
7,434,175.00
_L612.71000
§21,465.00

SE%GQSM

1,357,572
71,1723
59500
72.548.60
7,000.00
5349756
1,672241.19

£27243.14

3,016.60
1,590,186.31
1,593.203.11

EY

S — e —
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SALES
GROSS PROFTY

(ul
Saleries & Wages
Compensation Lnsuraice
Outside Labor
Insurnce
Truck Expenict
Freight
Commisaions
Rent
Repairy & Meintenance
Plaot Expeniss
Tank Testing & Lab Expense
Aute & Travel
Bad Ticas
Bank Charge
Telephone & Utltites
Depreciation
Payroll Twies
Professional Services
Tixes & Licenses
Bupexs Promotion
Of¥ice Supplics
Compwier Expenas

Advertising

Profit Sharing Expense
Employes Welfars
Droes & Subacriptiony
Equipment Ranta)
Seminars & Meetings
Penaliles
Donaticns

EXPENSE
QPERATING INCOME :_

QIHER INCOME (EXPENSES) - Schedule |
Mwm

Provision for Tncome Taxes

The accompanying notes are an intogral part of
SEE ACCOUNTANTS REVIEW REPOURT.

these flnancial statements.

Reviewsd
1008 %

11,260,539.56  100.00
3,060,860.93 7159

319967863 M4

417 VUL vediIm @

Compiled
1997 %

5,759.018.46 100.00

675292038 6920

3,006,000.08 3080

70963402 630

433,599.79 095
31953704 2B
24604578 219

11440033 102
37929935 337
240,65992 303
9097600 080
12731438 113
430065 04D

25449 000
3198450 030
14,56298 013

(21257 {(0.00)
200453 046
4372500 039
61, 7EL.I0 D35

11934426 106
49,568.57 04
3041268 027
2890185 026
3560167 032
1938248 017
2136000 02

934215 008
976336 0.09
3349250 030
935387 008
10,789.0% 0.10
750.00 001

————
3.008,584.00 2672

19109433 L70

14857903 (LD
4251540 038
11,527.00 Q.19
098840 Q28
1,590,186.51

—_—
1,621,174

—E————

636,068.75  7.03
47613 046
3B 32
18726338 192
11928123 122
28554912 293
30449712 312
BRI 086
104,52033 107
101,18266 1.04
1,693.60 002
32,7242 0.3
(v0.57) (0.00)
(3928.96) (0.01)
4955547 051
4174300 043
63,2110 063
8198850 OM
40,562.96 042
24271797 025
2723306 022
3818721 039
16,07477 016
1886401 019
930110 010
974195 0.0
319569.11 041
749824 008
40603 0.0
_ lap ool
2,754,701.26 2823
25138832 298
(148,45898) (.22
102,929.84 103
1954600 Q20
£330 QA5
1,702, 540.97
(193,73830)
1,590,186.51
——

e T p—tn mem TR pm——
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Angsley Chemical Co., Inc.
STATEMENTS OF CASHILOW
: For the Years gg' sd Aprll 30, 1998 snd April 30,1997
Reviewed Compiled -
1258 1892
OPERATING ACTIVITIES
Net Inpome 30.9488.40 83,333.84
Adjustments 1o Reconclis Net 10 Net Cash
Provided by Operatiog Activities: '
Equity in Income of Affiliate . (25,565.82)
Depreciation . : 43,725.00 41,743.00
OV1 ONS 74, 11540 99,561.02
Decreast (Incrense) in ACcounts Receivable 231,479,537 (425.416.5%)
Decrease it Inventories ‘ 5437950 106,684.14
(Increase) in Deferred Charges (L8352 . {20,928.10)
(Inereese) Decrease in Other Current Assets (1,5717.39) $H2TI3N2
Decrease in Other Azsets 1,080.00 6.786.51
Tncrease (Decrenss) iy Aotonnts Payable 5246722 (1’1;.322.37)
Increass (Decrease) in Accrued Liabilities {23,326.,55) 173,560.35
{Decrense) in Customer Deposits (2,000.00) -
(Decrcase) in Income Tax Pryable !53“.@} {6,028.00)
NET CASH FH Y OPEF SSETSA : [TIE§ 268,564.93 439,068,056
DB TING, ; 43,5780 538,630.08
Distributiom froi Afline - _ - 25,565.52
Purchase of Propecty, Plant & Equipment : (44,848.00) (35.968.00)
Mﬂﬂmﬂlﬂ_"ﬁmﬂm ' (44,848.00) {10.402.18)
FINANCING ACTIVITIES
Retiremént of Commen Stock - (303,852.00)
(Decrease) Incrense in Notcs Payabls (50,241.6T) _{186,331.50)
mmwﬂ_mﬂm ' {50,241.6T) _(490,183.50)
INCREASE N CASH AND CASH EQUIVALENTS - 248,488,668 38.044.40
SH EQU . : . 318,101.92 280,057.52
HE - ¥ 556,590,538 338,101 52
SUPPLEMENTAL L SURE OF CASE FORMA
Cash Paid Duting the Year? Ended April 30, 1598 and Apidl 30, 1997 for:
1tcome Taxes 26.863.00 25,811 .00
Tntores - : . 4602774 48,664.16

The AcCOMpRRYIDE NO1EY TG AR integral past of thess financial statements.
SEE ACCOUNTANT"S REVIEW REPORT.
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eley 1 Co.
QTEER INCOME (EXPENSES)
" Reviewsd Comnpiied
1398 % 1997 “

Income Split - Samson Chemical Co. - 0,00 2556582 0.2
Terminaling Charges 31,890.87 028 B/MTIT O
Iraeret Income 1459866 013 946191 010
Clairms Fxpense (5938227 . (0.53) (5261648 (0.349)
Compenzation Ingurame Dividend - _ . 0.00
Contamination Proceeds (Expense) (08978.27) (085)  (92,228.82) (0.9%)
Casualty Loss {2,984.24) (0.09) (1,568,00) (0.02)
Facloring Discount . . 0.00 (1398291 (0.44)
Miycellaneous Income 12,3056 011 226335 0.0
Miscellaneous Expensc . _ ’ . .. 0.00 - 0.00
Interest Expense : {46.027.74) {04]) _ (4564.16) [D30)

NET OTHER {EXPENSE) (48T (IR (1434898 (LI

The aceompanying noics are an integral part of thege financial statements.
SEE ACCOUNTANT'S REVIEW REPORT.
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DEFERRED CHARGES
Property Taxes

Lense

Exgize Tox - Fuel
Taxes & Licenses
Employes Benofils

Compenzation Insuranse

CCRUED L

Commissions
Compenastion Insyrance
Salex Tuxes
Clnim Expense
ESOP Contribution
Payroll
Professional Feex
Other

IOTAL

'TERM DEBT - Not 5
). Locke .

A. Rosenthal

N, Spiele, Trustee

BSOP

Jaguar Credit Comp,
TOTAL

TERM DEBT - Note 5

3, Locke

A. Rogenthal

N. Bpleler, Trustcs

ES.OP. _

Jaguns Credit Corp.
TOTAL

SENT BY:SINGER [RAYNOR & CO

y P=2H=Y4 FTUHAN

_Iu

1 Coy JUG

11,307.0%
11,307.09
11,307.09

21,0000 -

—Ga3e
—iL252.30

Carrent

10,492.53
10,492.53
10,492.53
21,000.00

—6018.97
a4 2,0

The secompanying holes are an integral past of these financist watements.

SEE ACCOUNTANT'S REVIEW REFORT.

o 1 & L

Reviewed
1998

2.068.00
100,053.00
1,363.51

3,718.00

24.816.80

132,524.31
T —

53,172,356
3,291
1,720.00

25,000.00
29,360.00
20,100.43
— 1324500
—dALEALIE

1598
Torm

163,044.27
163,044.27
163,044.27

63,852.00
13,015.43
—-i50002¢

1297
Tertn

174,351.36
17435136
174,351 36

84.852.00
19.337.06
—bil240.18

413 I0¢ DANZE 9

Sshwduie 2
Compiled
1o

1,26000
95,030.00
353.04

3.925.00
661.55
9,140.90

-

110,370 9

109.326.16
1,080.98
2,790.00

14,364.01
18,270.16
6,000.00
19,341.00
—ViRvrEY

Totul

174,351.36
174,351.36
17435136

B4.252.00
19.337.06
diil:23014

Total

134.843.89
184,843.89
184,843.89
105,852.00

T

- S85.240.70
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(a.C Corporation)
_ 4arl) 20,199
- Summary of Signi ' ing Poli

Geperel - The Company is a reseller/ distributor of liquid industrial and consumer product
chemicals used in coating an other processes. '

Usg of Estimates - The preparation of financial statements in conformity with generally accepted
acoounting principles requires management 10 meke cstimates and assumptions that affect certain
reported amouis and disclosures, Accordingly, actual results could differ from thoys estimates.

nventory, - Cheicels (raw matorials &5id inished goods), cormponents and drugos are priced at
the lower of cost (fifo) or market. :

1997 1996
Finished Products 460,944.52 281,009.65
Raw Materials - 35892622 507,544.02
Components 237,586.11 233,283.08
Drums 10,018.00 10,018.00
TOTALS 05147508 112185425

Property, Plant and Equipment -

Property, plant and equipment are depreciated on the straight line, declining balance, ACRS and
MACRS methods for financial statement purposes and for tax purposes over the following useful
lives:

' Life
Machinery & Equipment 5.7 Years
Vehicles § Years
Office Equipment : 5 -7 Years
Data Processing Equipment : 5 -7 Yeats
Leasehold Improvements 31.5 Years

BRO01759
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NOTES TO FINANCIAL STATEMENTS -

April 30,1998

An analysis of the depreciable sssets and respective socumulated depreciation is as follows:

Accumulated Book
Cost Depreciation Value
1997 »
Land 648,000.00- 0.00 648,000.00
Office Trailers 101,711.00 97,704.00 4,007.00
Trucks and Autos . 223 478,00 . 187,110.00 "36,368.00
Tanks and Plant Equipment 863,636.00 . 802,123.00 61,513.00
Furniture and Fixtures 273,616.00 241,967.00 31,649,00
Plant 368.582.00 327.331.00 41.051.00
TOTALS 247902300  L556A3S00  B2S88K0
Accumulated Book
Cost Depteciation Yelue
1996 : :
Land 648,000.00 0.00 £48,000.00
Office Trailers 101,711.00 §7,022.00 4,689.00
Trucks and Autos 223,478.00 172,668.00 50,810.00
Tanks and Plant Equipment 844,364.00 784,216.00 60,148.00
Furniture and Fixtures ©251.023.00 233,778.00 17,245.00
Plant 365.599.00 325.026.00 40.573.00
TOTALS 26317500 | 152700 EL4SN0
Depreciation for financial statement purposes amounted to $43,725.00 and 41,743.00 in 1998
and 1997, respectively.

Closts of maintenence and repairs, including minor betterments, are charged to income as costs
are incurred. '

Ingome Taxes

- An analysis of the provision for income tax i3 as follows:

1996
Federal . $10,273.00  $15,213.00
State : _ 125400 § 433300
TOTAL $11.527.00  $19.546.00

I ——— L ST m—
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Angeles Chemieg) Co., Ine:
(g C Corpotation) -
NOTES TO ¥INANCIAL STATEMENTS

i Apri} 30,1998

wm@_&ﬂgﬂhﬂﬂ - The aging of accownts receivable are as follows:

1998 1927
Current §37,407.85 721,484.92
3)-60 Days 189,692.42 561,392.12
61-90 Days - 26,970.82 139,543.20
Over 90 Deys 51,670.14 86,157.97
Cash On Acoount ; : (5160219 (22,959-60)
Sub-Total f 1,254,139.04 1,485,618.61
Less: Allowance for Doubtful Accounts {5,000.00) {5,000.00)
NET ACCOUNTS RECEIVABLE 1,249,139.04 1,480,618.61

w,&;ﬁmm:nwmﬂ

As of January 31, 1997 the company purchased and retired all of the common stock ownership
intercst (20,000 Class A shercs) and the ESOP stock (3,899) owned by Robert 0. Berg for the
surn of $198,000.00 and $105,852.00 respectively. :

wmmumm
The following is a schedule by years ofﬁlturcminimnmremlpaymmtsquredmdﬂopmﬁng

Jeases that have initial or remaining lease toTms in GXCESS of one year as of Aprit 30, 1998.

Year Ending April 30,:

1999 158,710.80

2000 : 96,657.68

2001 : 94,948.73

2002 £2,505.40

2003 52.497.00

Later Yeats __180,000.00
mﬂﬂmﬂbﬂw M

e e —— T o g T T —r W

BR0OO1761



SENT BY:SINGER |HAYNUK & LU

o y d=z8-dE f11.U1AM

a8 Ly 419 0L DAYLIRIY

April 30, 1998

Rent expense for financial statement purposcs amounted to $90,576.00 snd $83,841.54 in the
years cnded April 30, 1998 and 1997, respectively.

Note 5 - Term Debt '
The Company long term debt at April 30, 1998 and April 30, 1997 conaists of the following:

1998 1997
Note Payable- John Locke, the principal
shaseholder. Monthly Payments of
$2.000.00, with interest at 7.50%.

Qecured by deed of Trust. 174,35136  184,843.89

Note Payable- Arnold Roasenthal,

Monthly Payments of $2,000.00,

with interest at 7.50%, Secured by

deed of Trust. 174,351.36  184,843.89

Note Payable- Norman M Spieler.
Monthly Payments of $2,000.00,
with interest at 7.50%. Secured by

deed of Trust 17435136  184,843.89

Note Payable- E.8.0.F.. Yearly
Payments of $21,000.00,a non ,
jmterest bearing note. 84,852.00 105,852.00

Note Payable- Jaguar Credit Corp.
Monthly Payments of $594.03,

with interest at 4,90%. ' 19337.06 _25.357.03

TOTAL 627243.14  685,740.70
Less: Cutrent Maturities ‘ _61.242.90

TERM DERT - 56600024 62124314
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NOTES TO FINANCIAL STATEMENTS
il 30,

As of April 30, 1998 the cutrent maturities of long term debt for the five years ending April 30,

were as follows:

1999 : 64,192.59

2000 ' 66,769.51

2001 64,302.60

2002 ; 45,746.22

2003 ' 49,297.53

Later Years 215.631.39
266.000.24

The Company. maintains its cash in bank deposit acoounts at  high quality financial institution.
The balances, at imes, may excecd federal insured limits. At April 30, 1998 the Company
exceeded the limit by approximately $466,590.58, '
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BRAMSTEDT
and Azzoclates Incorporated
Financial Consulting

Business Valuations

Financlal Analysis

Qualifications of
Bramstedt & Associates, Inc.

Eric M. Bramstedt, CFA, has over 35 years experience in the field of financial analysis, equity
evaluations, securities analysis and investment banking. From 1967 to 1977 Mr. Bramstedt was
a senior security analyst and officer of three San Francisco based institutional research firms

including Sutro & Co. He has prepared over 600 business valuations of closely held companies
for merger and acquisition, gift and estate taxes, Employee Stock Ownership Plans (ESOPs),

buy/sell agreements, marital dissolutions, litigation support, and others. These valuations have
covered a broad scope of closely held and public companies including several Fortune 1000
listings. Mr. Bramstedt possesses in-depth knowledge of ESOP functions, structuring and

valuation through seventeen years of extensive experience with four leading ESOP design and
valuation firms—Sansome Street Appraisers, Inc. (Menke & Associates); Kelso & Co.; Houlihan,

Lokey, Howard & Zukin; and Private Capital Corp. This experience includes work for an
employee coalition’s proposed ESOP buy-out of Eastern Airlines.

Mr. Bramstedt has provided business valuation and financial consulting services to companies
in manufacturing, foundry, retail trade, commercial banking, architecture and engineering,
technology, distribution/manufacturer’s representative, oil and oil service, health care, forest
products and building materials, construction and contracting services, newspaper publishing and
comumercial printing. Mr. Bramstedt is a specialist in transportation, particularly trucking and
short-line rajlroads. Clients have inciuded major domestic and international transportation
companies for acquisition, investment banking, ESOP and other applications. He was editor of
Cal-Tips, an operating and financiai study of the California less-than-truckload business.

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and a member of the Institute of Chartered
Financial Analysts, the Association for Investment Management and Research and the Transpor-
tation Research Forum, and is a charter member and past president of the Valuation Roundtable
of San Francisco. He holds a Bachelor’s Degree in Economics from Stanford University. Mr.
Bramstedt has appeared as an expert witness before the California Public Utilities Commission
and in civil court on matters of economic damages.

2402 Vista Del Mar Lane Tlburon, CA 84920-1208 Tel 4154358438 Fax 415-135-9438
114 Sansome 5t., Suite 808 San Prancisco, CA 94104-3818 Tel A15-362-9900 Tax 415-362-6402
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SUPPLEMENT TO LETTER OF UNDERSTANDING

This suppiement is made to the Letter of Understanding between Locke and Berg
dated January 31, 1997, '

1. At the request of Berg, various documents to effectuate the transfers
between Angeles Chemical Co., ine., and Stallion Tank Lines, Inc.,
have been prepared and are baing executed on a rush basis and are
to be signed February 12, 1997,

. Because time pressures have not permitted a thorough review of the
past Corporate Board of Directors and Shareholders Minutas, it Is
recognized that very likely such Minutes will nead to be praepared,
Berg agrees, on behalf of himself and his wife Donna M. Berg, that
he and she will sign upon request any and all documents requested,
specifically covering, but not Himited to, election of Directors, and
approval and ratification of the actions of the Board of Directors and -
Officers of Angeles and Staltion.

"3, ":T: the understanding and agreement of- 5 Sartion-fi
H-'-“Il‘ha"ﬂu-:.‘!_g M. Berg, he u o Ehe extent that
John G. Locke w —"I'ﬂ'__.:_,:r“‘"‘ onal liability, i _
any, will also-refain persomliffionsible for environmental coats
and expenses 3, byl Eorily ] F*w [ any) occuring
9, up to the daté of thie-Sale of Berg's interest
(S whichisThe-&fr 199

0"&/[—”‘] . Dated February 12, 1897,

g

-As

galeX amd Stallion,
ive date of Janua ’

/

/@&@/gg; E/g;g; g
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8916 SORENSEN AVENUE
SANTA FE SPRINGS, CALIFQRNIA 9DE70
PHONE: (213} 9453914

PAY

STALLION TANK LINES, INC.
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SPECIAL MEETING OF THE
BOARD OF DIRECTORS AND OF THE SHAREHOLDERS
OF
ANGELES CHEMICAL CO.. INC.
A California Corporation
By Consent

Pursuant to the By.Laws of the Corporation and the Corporations Code of the
State of California, a Special Meeting of the Board of Directors and of the
Shareholders of Angelas Chemical Co, Inc., was held by Consent, and the following
actions authorized- ‘

WHEREAS, The Corporation wishes to purchasa all of the stock ownership
Intarest which Robert O, Berg has in this corporation, including his ESOP shares of
stock, and Mr. Berg, desires to sell all of his ownership interest in the corporation
to Angeles Chemical Co., inc.; and Donna M. Berg, the wife of Robert O. Berg, joins
in and consents to sald purchase: and

WHEREAS FURTHER, with tha consent and agreement of Robert O, Berg and
his said spouse, tha Board of Directors also desires to enter into a Consulting
Agreement with Global Management Co., a California Limited Liability Company,

NOW THEREFORE, IT IS HEREBY RESOLVED AS FOLLOWS:

RESOLVED: that this Corporation be and hereby is authorized to purchase

| of the common stock ownership interest, being 200 Class A shares of commaon
stock owned in this corporation, by Robert O. Barg, for the sum of One Hundred
Ninety Eight Thousand ($198,000.00) Dollars, which sum is to be paid to Robert O.
Berg, in exchange for his duly signed and delivered share certificate for such
shares, and the consent of his wife, Donna M, Berg, and their representation and
warranty that the sald shares of stock have not been herctofore transferred or
assigned and are frew and clear of all debts, lians, liabllities and encumbrances; and

RESOLVED FURTHER: that as he has reached retirement ags, Robert O. Berg
and wishes to retire and to commence receiving payment for his ESOP shares of
stock in Angeles Chemical Co., Inc. the Corporation, to the extent and as is
authorized by and pursuant to applicable law and regulations govermning ESOP
plans, shall retire Mr. Berg’s ESOP shares of stock, upon execution of all required
documents, on the basis of equal payments to be made over g period of 5 years, in
annual amounts estimated to be $21,000.00 per year, and commencing as of the
date of Mr. Berg's retiroment date, which has boen designated to be the 7" of
December, 1996; and

BRO01777



RESOLVED FURTHER, that this Corporation, acting by and through its
President, however specifically without the President incurring any personal
liability, be and hereby is authorized to enter into a Consulting Agreement for
consulting services with Global Management Co., a California Limited Liability
Company, calling for payments to be made to sald Global Management Co., of

a.period of 10 years, commencing February 15, 1997 and

any 30, 1997. &p Pt T;'Bh d;
- G fg‘f %ﬁ ¢

/ f) - nr
LRS- B8,
{ ) y (7

|, Robert O. Berg, acting as a member of the Board of Directors, and also holding the
position of an officer of the Corporation, and, in spite of the fact thattam a Director
and Officer of this Corporation, and also at the same time a person with whom the
Board of Directors and the Corporation is to contract with, personaily and on behalf
of mysaelf, my spouse and family, hereby approve and request the approval by the
Board of Dlractors, and Angeles Chemical Co., In¢., of the above referred to actions
approyed Resolution of the Board of Directors and Corporation..

AU & /},L?,

‘Robert O. Berg
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SPECIAL MEETING OF THE BOARD OF DIRECTORS
AND OF THE SHAREHOLDERS
OF

STALLION TANK LINES, INC.
A California Corporation
By Consent

Pursuant to the By-Laws of the Corporation and the Corporations Code of
the State of California, a Special Meating of the Board of Directors and of the
Shareholders of Stallion Tank Lines, inc., was held by Consent, and the following
actions authorized;

WHEREAS, The Corporation wishes to purchase all of the stock ownership
interest which Robert O, Berg has in this corporation, and Mr. Berg desires to sall
all of his ownarship interast in the corporation, to Stallion Tank Lines., Inc.; and
Donna M. Berg, the wife of Robert O, Berg, jolns in and consents to said
purchase; and

NOW THEREFORE, IT IS HEREBY RESOLVED AS FOLLOWS:

RESOLVED: that this Corporation be and hereby is authorized to purchase
all of the common stock ownership of Robart O, Berg, for the sum of Ope
Thousand ($1,000.00) Doltars, which sum is to be paid to Robert O. Beryg, in
exchange for his duly signed and delivered share certificate for such shares, and
the consent of his wife, Donna M. Berg, thereto, and their rapresantation and
warranty that the said shares of stock have not been heretofore transferred or
asxzigned and are free and clear of all debts, tiens liabilities and encumbrances,

@ys refioldepf.
'} L {.':"'(.-""AﬁL

- .r'}f; o
(WL Ao
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77
I, Robert O. Berg, acting as a member of the Board of Directors, and also holding
the position of an officer of the Corporation, and, In spite of the fact that | am a
Director and Officer of thia Corporation, and also at tha same time a person with
whorn the Board of Directors and the Corporation is to contract with, personally
and on behalf of myself, my spouse and family, hereby approve and request the

approval by the Board of Directors, and Stallion Tank Lines,, Inc., of the above
raferred to actions approved by Resolution of the Board of Directors and

Corporation.
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AND SPOUBAL CONEENT

qummmmmm.mhmﬂmmmmm
and comvey the cormmon stock shure ownerdhip litarest of Hobert O. Rery fn Angeies
Chemital Ca,, Inc., 1o a9l company, specifically fnckeding, but noc Hasited fo, 200 Class A
Shares of Comnumn Stock, for guod and valuakle consideration, melnding payment mude to
Robert O. Berg, of the sum of One Handred Ninety Elgiet Thousand (5198,000.00) Doflars,
and we join In the retivemant of Robert O. Berg's ESOT shares of atoek in

Chemical Co., Ine., a8 refusrved to i the Specia] Minutes of the Bowrd of Directors of sxid
corperation, deied Janoary 30%, 1997,

Wewmwmwmmmmum“m

heretofore been transfarved or smigned and such share are fres snd clear of ol debts,
Hens, Habilhifes wnd ancumpbrancs.

Bxscated eitetive 6 31° ey ol Suzvary, 199% ) 5

SPOUSAL CONSENT

1, Donna V. Berg, cortily that I s the wits of Robert O. Barg, and that ] have rend
this Agreement aud know ity contents, agd I kave farther read and know the coutents of
the Special Minutes of the Baard of Directors of Angeies Chemicsi Co,, Ine., dsted Jeguary
30, 1997, as well ax the Consulting Agreement entersd Inta by the Board of Directory of
Anpeles Chemiionl Co., Inc. and Global Management Company refarred to i said
cacparste minates, | uuderstsnd it my hushand, Rodert O, Barg, is reqnired o selt bis
safd shares fu Anpalss Chemxieat Co., Inc to sald company, fneindiag my commanity

property intarest tharein, sud Surthar that my ssid hushand is to resign »s u Dipcotor and
Officer of the company sy of the 31" of January, 1997,

L kezrsby consent to the termen of the said Agreementy sud to Wy commumity property

mnmmw&-cmmmwm l)mhmluheﬁrm
mmnm

TOTAL ©.83
B'd  ZopB 657 908 | o33 Be0d 9111 LE6I-Z1-d3d
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SALE OF STOCK, REFRESENTATION AND WARRANTY AGREEMENT
: AND SPFOUSAL CONBENT

WAWD.MMM:MBWWMMMMM
mmzwmm&.;ﬂmh “ - o e g
and payment pade to Robert O, Beryg,
vhe sum of Ons Thowsand ($1000.00) Dalisrs. ol

We tarther Bersby reproesnt sud warrant that the said shares of stock have wot
heretofure been transferred or mevigued and ruch shares ars free and clear of aBl debty,
Less, Babilities aund sncumbratisg., .

Exccuted alfective this 31% day of Jannary, 1997,

SPOUBAL CONSENT

I, Dongs M. Bery, carvify that I am the wifs of Robert ©. Bery, xnd that ] buve read
thls Agrecnemt and kaow iz contents, .
I wnderstand that my husbasd, Robert O. Berg, is required to sell s snid shares in
- Stalhion Tank Lines, Inc to sald company, including my community property interest
therein, and further that my said husband is to resign as & Director and Officer of the
compaay as of the 31" of Janunry, 1997.

I hersbry consont to the terns nfthcﬁmm“dhwmﬂtym
lmmtutnﬁmnfmm.wmmmmhmmww

T e

£0'd 25V 6EZ S0 S3E NG LTiTT 2661-E1-33d
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TO: THE BOARD OF DIRECTORS
ANGELES CHEMICAL CO., INC.

Gentlamen:

Please be advised that as a part of the sale of all of
ownership interest of Angeles Chemical Co., Inc., | hereby fesi
Officer of this corporation.

Effective: January 31, 1997

B 4 |
VWS G 7

Robert 0. Berg: .-
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TO: THE BOARD OF DIRECTORS
STALLION TANK LINES, INC.

Gentlemen:
Please be advised that ac a part of the sale of all of my interest in and stock

ownership interast of Stallion Tank Lines, Inc., 1 hereby resign as a Director and
Officer of this corporation.

Effective:  January 31, 1997

N

Robert O, Berg,”
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BUSI CON TANT AND

THIS AGREEMENT iz entored into by and betwoon ANGELES CHEMICAL
CO., INC,, a California Corporation, (hereinafler sometimes referred to as the
"Company*”) and Global Management, A California Limited Liabllity Company,
(hereinaftar sometimes referred to as the “Consultant™) and is made with
reference to the following facts;

RECITALS AND AGREEMENTS

A. Company is a California corporation, in good standing with the
Department of Corporations of and for the State of California, authorized to
transact and transacting business in the County of Los Angeles, located at 8915
Sorensen Ave, Santa Fe Springs, California.

B. Consultant is a California Limited Liability Company located at 3150
E. Pico Blvd., City of Los Angeles, County of Los Angeles, State of Callfornia.

c. Company desires to engage the services of Consultant to perform
for the Company certain functions in the management and operation of the
Company's business activities, and to consult with the Board of Directors and
Officars of the Company concerning the promotion, development and sale of
products, goods and various by-products manufactured and/or distributed by the
Company as well as other problems arising in the course of the Company's
business activities.

D. Consuitant desires to consult with Board of Directors and the
Officers of the Company and t¢ undertake, for the Company, the direction of
certain functions in the management and operation of the Company's business
activities.

PROMISES. COVENANTS AND AGREEMENTS |

NOW, THEREFORE, in consideration of the foregoing and the mutual
promises, agreements and covenants contained herein, and other good and
valuable consideration, each party hereto ¢ovenants and agrees with the othoer
party hereto as follows: '
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1. Acknowledament of Recitals

1.1 The parties hereto each acknowledge and agree that thay have
each read and understand the Recitals and Agreements contained haerein above
at Section A through D, inclusive, of this agreement and each of the parties
warrants, covenants and agrees that each, every and all of the Recitals contained
herein above s true and correct and incorporates the same herein, hereat
verbatim. '

2. Temn of Agresinent

2.1  This Agreement shall commence February 1, 1997 and, unless
terminated sooner under the provisions of this Agreement, continue for a term of
Ten (10) consecutive years.

3.  Duties of Consuitant

3.1 Consultant shall act as a general advisor and consultant to the
Board of Directors and the Officers of the Company conceming matters
pertaining to the promotion, development and =ale of products, goods and
various by products manufactured and/or distributed by the Company as well as
other problems arising in the course of the Company's business activities and
Consultant shall devote such time and efforts as may be required to accomplish
the same,

3.2 It jeéxpressly understood that Consuitant shall be and hereby
is considered and idependent contractor and as such shall not be responsible
for the executive direction of the Company and shail not be. required to follow a
regular daily and/or weekly work schedule. \

_ 3.3 Consultant shall render services and shall be available for
consultation with the Board of Directors and Officers of the Company, at
reasonable times, with respect to matters pertaining to the Company's business
activities as well as problems of Importance concerning the business affairs of
the Company. Consultant shall be available to consult with the Board of
Directors and/or the Officers of the Company, at reasonable times, either through
telephonic communication or at the principal offices of the Company, if
reasonably required to properly perform the duties and obligations of the
Consultant pursuant to this Agraement. Notwithstanding any provision
contained in this Agreement to the contrary, Consultant shall anly be required to
devote such tine as may be reasonably necessary to properly perform the duties
and obligations imposed under this Agreement and during the term of this
Agresment Consultant may represent, perform services for and be employed by

2.
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any additional persons or entities for and be employed by and additional person
or entities as the Consultant may, from time to time, detarmine.

3.4 The services of the Consultant may be changed from time to
time by mutual consent of the Consultant and the Company, without resulting in a
rescission of the Agreement.

3.5 Atall times during the term of this Agreement, Consultant
shall use his best efforts and good faith in the performance of the services
reasonably required to accomplish the purpose and intent of this Agreement.

4.  Duties of Comnany

41  With regards to the services to be performed by the
Consultant pursuant to the terms of this Agreement, the Company shall have the
sole discretion determining expenditures reasonably necessary in order to
properly perform the duties and obligations required of the Consultant and any
expenses incurred shall be bome solaly by Company at its sole cost and
expense. Provided, however, upon prior written approval of Company, Company
agrees to reimburse Consuitant from time to time, for all reasonable business
expenses incurred by Consultant in performance of his services.

4.2 Throughout the term of this Agreement, Company shall use its
best efforts and good faith to accomplish the purpose and intent of this
Agreement.

5.  Engaging in Other Activities

5.1 Consultant, during the term of the Agreement, shall devote
only such time, ability and attention to the business of the Company as is
reasonably necassary for the satisfactory performance of the duties imposed
under this Agreement and may engage In consulting with other Companies.

6. Paymentof Compensation

6.1 In conslderation of and as compensation for the services
rendered and to be rendered by Consuitant pursuant to this Agreement,
Company agrees to pay Consultant a total compensation of Four Hundred Eighty
Thousand Dollars ($480,000.00), as herein below provided.
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€.2. Consultant shall be entitied to recelve and the Company
agrees to pay Consultant total compensation of Four Hundred Eighty Thousand
Dollars ($480,000.00) in monthly instaliments of Four Thousand ($4,000.00)
Dollars payable baginning February 15, 1997 and the 15th of each month
thereafter for one hundred and twenty months, with the last Payment due on
January 15, 2006.

7.  TYermination of Agreement

7.1  This Agreement shall tarminate immediately upor the first to
occur of any one of the following events: ‘

. (a) The occurrence of circumstances that make it
impossible and/or impractical for the continued business operations of the
Company.

(b)  Breach of any of the terms and/or defauit in
performance of the obligations of the Company under this Agreement.

® The written mutual agreement of the parties hereto,

_ 7.2 In the event of termination of this Agreement by operation of
and pursuant to the provisions of either, or both, Section 7.1 {a) and/or (b), then,
and in that event, the balance of the Four Hundred Eighty Thousand Doltars
($480,000.00) of the total compensation shall become immediately due and

payable. :

(a) Consultant shall serve Company, in writing, with notice
of the acts constituting termination of this Agreement pursuant to the provisions
of either, or both, sections 7.1 (a) and/or (b) and the balanca of the total
compensation due in accordance with this Agreement,

(b} Company warrants, covenants and agrees to pay the
entira amount of the outstanding balance of the total compensation due
hereunder on or before twanty one (21) days following service of notice by
Consultant.
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8.1 Consultant i5 not to be considered as an employee, pariner of
joint venturer with Company for any purposes whatsoever, but Is deemed to be
an independent contractor and business consultant for Company, Consultant
does not have, nor shall it hold itself as having any right, power of authority to
create any contract or obligation, either express or implied, on behalf or in the
name of, or binding upon Company.

8.  Limited | iahjlity

- 9.1 Consultant shall not be liable to the Company or to any third
party who may claim any right arising out of his relationship with the Company,
for any acts or omissions in the performance of the service by Consultant or on
the part of the agent or employees of the Company, except when said acts or
omissions are due to his wilul miscanduct. Company shall indemnify and hold
Consultant harmless from and against any obligations, costs, claims, judgmenite,
cause or causes of action, including, but not limited to, attorney’s fees and costs
in connectlon with or arising out of the services rendered to the Company
pursuant to the Agreement.

10. Further Assurances
10.1  Without any further consideration, Company and Consultant
acknowledge and agree, on reasonable demand, to execute, acknowledge and

deliver, from time to time, whatever additional instruments and/or documents
which may be required to accomplish the intent and purpose of this Agreement.

11.  Benefit and Burden
11.1  This Agreement shall be binding upon and inure to the benefit

of the partias hereto and their respective heirs, administrators, personal
reprasentative, successors and assigns.

12. Waivers

12.1 No walver of any breach or default under this Agreement shall
be deemed a waiver of any subsaquent breach of the same or similar nature.

13. Soverability

13.1 tf any provision herein contained I= held to be invalid, void or
illegal by any Court of competent jurisdiction, the same shall be deemed

5.
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severable from the remainder of the Agreement and shall in no way affect, impair
or invalldate the remaining provisions herein contained. If any provision shall be
deemed invalid due to its scope or breadth, such provision shall be deemed valid
to the extent of the scope or breadth permitted by law,

14. Cantions

14.1 Captions and/or titles contained hereln are insertad as a
matter of convenience and for refarence purposes only and in no way define,
limit, extend or describe the scope of the Agreement or any provision hereof,

15. Interpretation

15.1 No provision of the Agreement is to be interpreted for or
against elther party because that party or that party's legal representative drafted
such provision. The validity, construction and all rights and obligations relating
to this Agreement shzll be govermned by the laws of the State of California in effect
as of the date of this Agreement, :

16. | Einali

16.1 This agreement may be executed in two or more counter parts,
each of which shall be an original, but all of which shall constitute one and the
same instrument.

16.2 This Agresment sets forth the entire agreement batween the
parties with respect to the subject matter hereof. all agreements, covenants,
representations or warrantles, express or implied, with regard to the subject
matter hereof, are contained herein, in the exhibits hereto and the documents
referred to herein or implementing the provisions thereof. All prior and/or
contemporansous conversations, negotlations, alleged agreements and
rapresentations, with respect to the subject matter hereof are waived, merged
herein and superseded hereby.

17. Noftices

17.1  Any notice, demand or request required or permitted to be
given pursuant to this Agreement shall be In writing and shall be deomed
effective twenty-four (24) hours after having been deposited in the United States
mail, postage prepald, registered or certified and addressed as follows:
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To Company:

ANGELES CHEMICAL CO. INC.
8915 Sorensen Ave.
Santa Fe Springs, California 90670

To Consultant:

GLOBAL MGMT.
3150 E. Pico Bivd
-‘Los Angeles, California 90023

17.2 Either party may change its address for purposes of this
Agreement by written.notice given in accordance with the provisions of this
Paragraph 17.

18. Agreement Authorized

Company and Consultant agree that this agreement has been duly
authorized, as applicable, by the Board of Directors and all necessary ¢corporata
or other Officers and Executives of the Company and Global Management. Upon
 being executed by Consultant, this agreement is valid and binding on the
Company, and enforceable against the Company in accordance with the terms
and conditions hereof.

19, L) Co

19.1 If sither party shall hereaftar smploy legal counsel to
prosecute, defend, anforce or otherwise seek any relief ralating to this
Agreement, the prevailing party in such action and/or proceeding, in addition to
any and all other available remedias, shali be entitled to reasonable attorney’s
fees and costs incurred as a resuit thereof.

20. No Personal Liability,

20.1 In signing this Agreement, whether as the President of
Angeles Chemical Ca., Inc., and/or as a Director of said Company, John G. Locke,
ll, does not personally obligate himself to fulfil} the obligations to be performed
hereundar by Angeles Chemical Co.. Inc. and no personal obligation shall be
deemed to be imposed upon him for the obligations undertaken hereunder.
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IN WITNESS WHEREOF, the parties hareto have axecuted this Agreement
as of the day and year herein below set forth,

DATED: Effoctive February 1, 1997

GLDB NAG EN:; CO.
ZM /M &,

By Al . - L By
hn G, Locke, I hert o Berg ‘7
President - Executive Dﬂicu
{corporate seal)
-

oLy
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SALE AND TRANSFER AGRERMENT

For good and vahisble conalderation and payment to Robart O, Barg af the
sum of One Thousand Dollars, wa, Robart O, Berg and Dosne M. Barg, hereby
sell, tranafer, convey snd sssign to John G. Locke and Jenyce B. Locke, husband
and wife, &l of our rigit, title and intereet In that certain rea! property, including
furniture, furnishing and personal effects thereln, which we have not elected to -
take with us, commonly known as Meuntain Back Condominium, Parcel number
1, being an undivided 1/44th interest in and to Lot 1 of Tract N, 38-102A,
Mountainback Phese [, In the County of Mono, at Mammoth Lakes, Callfornis.

This Sale and Transier Agreement supptements a Guit-Clulm deed given by
us, dated Fehruary 4, 1007. _

it v agread by John G. Locke and Janyce B Loske that they shall
us und hald us harmiess from any and all Rebiiity cannected with the
beiance due on the mortgage and/or trust dead againat sxid propetty.,

Duted affsctive: Februsry 4, 1997. Wﬂ,ﬁ e

o4 FRER RS GBR ) O3 ENNOT 91:11 A66T-2T1-d3d
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THIS AGREEMENT is entered into by and between ANGELES CHEMICAL COMPANY, INC.,
a California Corporation, (hereinafter sometimes referred to as the "Company") and Global Manage-
ment, A California Limited Liability Company, (hereinafter sometimes referred to as the "Consu]tant")
and is made with reference to the following facts:

RECTTALS AND AGREEMENTS

A. Company is a California corporation, in good standing with the Department of Comorﬂion of
and for the State of California, authorized to transact and transacting business in the County of Los
Angeles, located at 8915 Sorensen Ave, Santa Fe Springs, California. :

B. Consultant is a California Limited Liability Company located at 3150 E. Pico Blvd., City of
Los Angeles, County of Los Angeles, State of California.

C. Company desires to engage the services of Consultant to perform for the Company certain
functions in the management and operation of the Company's business activities, and to consult with the
Board of Directors and Officers of the Company concerning the promotion, development and sale of
products, goods and various by-products manufactured and/or distributed by the Company as well as
other problems arising in the course of the Company's business activities.

D. Consultant desires to consult with the Board of Directors and the officers of the Company and
to undertake, for the Company, the direction of certain functions in the management and operation of the
Companys business activities..

VENA M

NOW, THEREFORE, in consideration of the foregoing and the mutual promises, agreements and cov-
enants contained herein, and other good and valuable consideration, each party hereto covenants and
agrees with the other party hereto as follows:

1. Acknowledgment of Recitals

1.1 The parties hersto each acknowledge and agree that they have each read and under-
stand the Recitals and Agreements contained hereinabove at Section A throngh D, inclusive, of this
agreement and each of the parties warrants, convenants and agrees that each, every and all of the Recit-
als contained hereinabove is true and correct and incorporates the same herein, hereat verbatim,

2. Term of Agreement

2.1 This Agreement shall commence February 1, 1997 and, unless terminated sooner
under the provisions of this Agreement, continue for a term of Ten (10) consecutive years.
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3. Duties of Consultant

3.1 Consultant shall act as a general advisor and consultant to the Board of Directors and
the officers of the Company concernting matters pertaining to the promotion, development and sale of
products, goods and various by-products manufactured and/or distributed by the Company as well as
other problems arising in the course of the Company's business activities and Consultant shall devote
such time and efforts as may be required to accomplish the same.

3.2 It is expressly understood that Consultant shall be and hereby is considered an
independent contractor and as such shall not be responsible for the executive direction of the Company
and shall not be required to follow a regular daily and/or weekly work schedule. -

3.3 Consultant shall render services and shall be available for consultation with the

Board of Directors and officers of the Company, at reasonable times, with respect to matters pertaining
to the Company's business activities as well as problems of importance concerning the business affairs
of the Company. Consultant shall be available to consult with the Board of Directors and/or the officers
of the Cornpany, at reasonable times, either through telephonic communication or at the principal offices
of the Company, if reasonably required to properly perform the duties and obligations of the Consultant
pursuant to this Agreement. Notwithstanding any provision contained in this Agreement to the contrary,
Consultant shall only be required to devote such time as may be reasonably necessary to properly per-
form the duties and obligations imposed under this Agreement and during the term of this Agreement
Consultant may represent, perform services for and be employed by any additional persons or entities

for and be employed by and additional persons or entities as the Consultant may, from time to time,
determine,

3.4 The services of the Consultant may be changed from time to time by mutual consent
of the Consuitant and the Company, without resulting in a rescission of the Agreement.

3.5 Atall times during the term of this Agreement, Consultant shall use his best efforts
~ and good faith in the performance of the services reasonably required to accomplish the purpose and
intent of this Agreement,

4. Duties of Company

4.1 With regard to the services to be performed by the Consultant pursuant to the terms
of this Agreement, the Company shall have sole discretion determining expenditures reasonably neces-
sary in order to properly perform the duties and obligations required of the Consultant and any expenses
incurred shall be borne solely by Company at its sole cost and expense. Provided, however, upon prior
written approval of Company. Company agrees to reimburse Consultant from time to time, for all
reasonable business expenses incurred by Consultant in performance of his services.

4.2 Throughout the term of this Agreement, Company shall use its best efforts and good
faith to accomplish the purpose and intent of this Agreement.

5. Engaging in Other Activities

3.1 Consultant, during the term of the Agreement, shall devote only such time, ability
and attention to the business of the Company as is reasonably necessary for the satisfactory performance
of the duties imposed under this Agreement and may engage in consulting with other Companies.

-
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6. Payment of Compensation

6.1 Inconsideration of and as compensation for the services rendered and to be rendered
by Consultant pursuant to this Agreement, Company agrees to pay Consultant total compensahon of
Four Hundred Eighty Thousand Dollars ($480 000.00)

6.2 Consultant shall be entitled to receive and the Company agrees to pay Consultant
total compensation of Four Hundred Eighty Thousand Dollars ($480,000.00) in monthly installments of
Four Thousand Dollars ($4,000.00) payable beginning February 15, 1997 and the 15th of each month
thereafter for one hundred and twenty months, last payment due on January 15, 2006.

7. Termination of Agreement

7.1 This Agreement shall terminate immediately upon the first to occur of any one of the
following events:

(a) The occurrence of circumstances that make it impossible and/or impractical
for the continued business operations of the Company:

(b) Breach of any of the terms and/or default in performance of the obligations of
the Company under this Agreement.

(¢) The written mutual agreement of the parties hereto.

7.2 In the event of termination of this Agreement by operation of and pursuant to the
provisions of either, or both, Section 7.1 {a) and/or (b), then, and in that event, the balance of the Four
Hundred Eighty Thousand Dollars ($480,000.00) of the total compensation shall bccomc immediately
due and payable,

{(2a) Consultant shail serve Company, in writing, with notice of the acts constitut-
ing termination of this Agreement pursuant io the provisions of either, or both, Sections 7.1 (a) and/or
(b} and the balance of the total compensation due in accordance with this Agreement

(b) Company warrants, covenants and agrees to pay the entire amount of the
outstanding balance of the total compensation due hereunder on or before twenty-one (21) days follow-
ing service of notice by Consultant.

8. Status of Parties

8.1 Consultant is not to be considered as an employee, partner or joint venturer with
Company for any purposes whatsoever, but is deemed to be an independent contractor and business
consnttant for Company. Consultant does not have, nor shall it hold itself as having any right, power or
authority to create any contract or obligation, either express or implied, on behalf or in the name of, or
binding upon, Company.

9. Limited Liability

9.1 Consultant shall not be liable to the Company or to any third party who may claim
any right arising out of his relationship with the Company, for any acts or omissions in the performance

-3.
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of the service by Consultant or on the part of the agent or employees of the Company, except when said
acts or omissions are due to his wilful misconduct. Company shall indemnify and hold Consultant
harmless from and against any obligations, costs, claims, judgments, canse or causes of action, includ-
ing, but not limited to, attorney's fees and costs in connection with or arising out of the services rendered
to the Company pursuant to the Apreement,

10. Further Assurances

10.1 Without any further consideration, Company and Consultant acknowledge and
agree, on reasonable demand, to execute, acknowledge and deliver, from time to time, whatever addi-
. tional instruments and/or documents which may be required to accomplish the intent and purpose of this
Agreement. '

11. Benefit and Butden

11.1 This Agreement shail be binding wpon and inure to the benefit of the parties hereto
and their respective heirs, administrators, personal representatives, successors and assigns.

12, Waivers

12.1 No waiver of any breach or defauit under this Agreement shall be deemed a waiver
of any subsequent breach of the same or similar nature,

13. Severability

13.1 If any provision herein contained is held to be invalid, void or illegal by any Court
of competent jurisdiction, the same shall be deemed severable from the remainder of the Agreement and
shall in no way affect, impair or invalidate the remaining provisions herein contained. If any provision
shall be deemed invalid due to its scope or breadth, such provision shall be deemed valid to the extent of
the scope or breadth permitted by law.

14. Captions

14.1 Captions and/or titles contained herein are inserted as a matter of convenience and
for reference purposes only and in no way define, limit, extend or describe the scope of the Agreement
or any provision hereof.

15. Interpretation
15.1 No provision of the Agreement is to be interpreted for or against either party be-
cause that party or that party's legal representative drafted such provision. The validity, construction and

all rights and obligations relating to this Agreement shall be governed by the laws of the State of Califor-
nia in effect as of the date of this Agreement.

-
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16.1 This agreement may be executed in two or more counter-parts, each of which shall
be an original, but all of which shall constitute one in the same instrument,

16.2 This Agreement sets forth the entire agreement between the parties with respect to
the subject matter hereof. All agreements, covenants, representations or warranties, express or implied
with regard to the subject matter hercof, are contained herein, in the exhibits hereto and the documents
referred to herein or implementing the provisions thereof. All prior and/or contemporaneous conversa-
tions, negotiations, alleged agreements and representations, with respect to the subject matter hereof are
. waived, merged herein and superseded hereby. -

£

17. Notices

17.1 Any notice, demand or request required or permitted to be given pursuant to this
Agreement shall be in writing and shall be deemed effective twenty-four (24) hours after having been
deposited in the United States mail. postage prepaid, registered or certified and addressed as follows:

To Company:

ANGELES CHEMICAL, CO, INC.
8915 Sorensen Ave.
Santa Fe Springs, California 90670

To Consultant:

GLOBAL MGMT.
3150 E. Pico Blvd.
Los Angeles, California 90023

17.2 Either party may change his or its address for purposes of this Agreement by written
notice given in accordance with the provisions of this Paragraph 17.

18. Agreement Authorized

This agreement has been duly anthored by all necessary corporate officers of the Com-
pany. Upon being executed by Consultant, this Agreement is valid and binding on the Company and
enforceable against the Company in accordance with the terms and conditions hereof.

19. Anorney's Fees and Costs

19.1 If either party shall hereafter employ legal counsel to prosecute, defend, enforee or
otherwise seck any relief relating to this Agreement, the prevailing party in such action and/or proceed-
ing, in addition to any and all other available remedies, shall be entitled to reasonable attorney's fees and
costs incurred as a result thereof.
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IN WITNESS WHEREQF, the partics hereto have executed this Agreement as of the day
and year hereinbelow set forth.

DATED__2nuanens¥, 1997 Landra b . OrRorm bR
GLOBAL MANAGEMENT CO

DATED@F(/\? /9977  ANGELES CHEMICAL COMPANY, INC.

A California Corporation

/fohn G. Locke, President

{corporate seal)
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